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NATIONAL POLICY AND ISSUES 


IMPACT OF PRICES ON REGIONAL ECONOMIC DEVELOPMENT 
Changsha JINGJI DILI [ECONOMIC GEOGRAPHY] in Chinese No 4, Nov 85 pp 243-246 


[Article by Hu Zhaoliang [5170 0340 6852], Department of Geography, Beijing 
University: "Prices and Regional Economic Development." } 


[Text ] Prices are one of the conditions that affect regional economic 
development and the distribution of the productive forces. Prices of many 
Chinese products are subject to restrictions by the state, which makes it 
especially significant to study the connections between prices and regional 
economic development. Tentatively summing up, there are mainly the following 
three aspects of the relations between prices and regional economic 
development: 1) Prices and the rational utilization of natural resources; 2) 
Prices and the overall evaluation of regional economies; 3) Prices and the 
rational distribution of the productive forces. 


1. Prices and the Utilization of Natural Resources 


One of the important preconditions for a rational utilization of the natural 
resources is the accurate assessment of the value and price of natural 
resources. The view prevailed in China before liberation that the natural 
resources, not being products of labor, have no value and also no price. The 
influence of this viewpoint generated a series of contradictions: 


(1) Important materials were put to petty use, and good materials were put to 
bad use, with the result that much of the natural resources was wasted and 
destroyed. Because no value was attached to natural resources, their 
possession and use was not counted among fixed assets, not made an item of the 
production costs, and any individual, unit, or enterprise could take 
possession of the natural resources, as long as capable of doing so, without 
remuneration. The claiming of land for one's own use, the damming up of 
rivers and diversion of waters, the abandoning of poor mines and exploitation 
of rich mines are all examples of such behavior. Some units went even so far 
as to appropriate for themselves famous mountains and scenic waterfalls. 


(2) The said viewpoint also had an adverse effect on the improvement or 
protection of natural resources. To bring the use value of natural resources 
fully into play, it is necessary to continuously improve and protect them, and 
to expend on them all necessary human labor. If free use is permitted of 





natural resources, little attention will more often than not be paid to 
furnish human labor to care for then, such labor being regarded as 
unproductive investment. There will be no way to recover these investments, to 
effect renewals, and they will finally be omitted from plans and pushed aside, 
thus in fact shortchanging the resources. Why is it that many forests are 
denuded by felling trees, but never tended and renewed? The reason is that 
there is no evaluation and collection of fees for tie exploitation of forest 
resources, and there is no guarantee now that funds will be provided for 
tending and renewing the resource. Why is it not possible to realize anything 
from the investment in basic installations in the cities? The reason is that 
the basic urban installations raise the use value oi the land, but’ the 
departments concerned have now no way to obtain remuneration for the increase 
in land value. 


(3) The productivity of natural resources conceals the inferiority of 
business management. Productivity shown by the various sectors of the primary 
industries, such as in the exploitation of mines and harvesting of forests, is 
closely linked with the productivity of the natural resource. In the case of 
very abundant natural resources, even very poorly managed enterprises will 
still be able to obtain fairly good econ nic results. In such cases’ the 
natural resources conceal the shortcomings in the business management, and in 
such cases it is, furthermore, hardly possible to simpiy use economic results 
achieved by an enterprise as an indicator in the evaluation of the quality of 
its business management. 


(4) If the said viewpoint prevails, it is impossible to compute national 
wealth. National wealth is an important indicator that reflects a country's 
economic level; it is the result of a country's long-term accumulation of 
labor. The natural resources, especially the resources of the soil, are 
important components of the national wealth. According to a Japanese survey 
of 1980, the resources of the soil account for 25.3 percent of the total 
Japanese national wealth, forest resources for 1.1 percent, and both together 
for 26.4 percent. (Footnote 1) ("Asahi nenkan; bekkan," Asahi 

Shimbunsha, 1983, p 332, in Japanese) How to assess the value of China's 9.6 
million square kilometers of national land resources and its coastal resources 
is a question not only of evaluating China's national wealth, but also a 
question of evaluating the diligent labor of the Chinese nation during the 
past 5,000 years. 


We may arrive at the price for a natural resource by starting out with its use 
value. Natural resources have use value; anything without use value cannct be 
called a resource, at the most perhaps a latent resource. The factors that 
constitute the use value of a natural resource are: 1) The degree of 
productivity of a natural resource. This is in direct proportion to the use 
value of the natural resource; the higher the productivity the higher its use 
value. 2) The location of the natural resource, which comprises the natural 
as well as the economic geographic location. 3) The human labor that is 
expended on the natural resource. 


The human labor expended on the natural resource has value. In Marx's words, 
expended human labor is "merged with the soil" and becomes an integral whole. 
(Footnote 2) (Marx, "Das Kapital," People's Publishing House, 1966 edition, 








Vol 3, p 777) When a piece of land is being cultivated or use’ as building 
Site, it is today impossible to say which of its properties have come down 
from prehistoric times and which are created by the expenditure of human 
labor. We can only assert that the land in prehistoric times was not as it is 
now; there has obviously been value in the human labor that was expended on 
the natural resource. The more human labor was expended, the higher’ the 
value. Human improvements of the economic geographic location also have 
value. If a railroad is built into rugged mountains, the change in the 
communication facilities for mining and forest resources there is obviously 
the result of human labor. Acknowledging the value of natural resources means 
acknowledging the history of human use and transformation of nature, and 
acknowledging that wealth has been accumulated by mankind over the centuries. 


Since a natural resource has use value and value, it has to have a price. The 
factors that determine the price of a natural rescurce are of a very complex 
nature. In addition to the value base, there is the productivity and _ the 
finiteness of eny natural resource, also pricing policies, etc. Among all the 
factors that determine the price of a natural resource, an increasing role is 
played by the expenditure of human labor and the economic geographic location. 
This can be verified by the price increases of building sites in most 
countries of the world and the 

regional differences in land values. The main factor that affects the price 
of building sites is the economic geographic location; expenditure of human 
labor is a secondary factor. (Footnote 3) (Ray M Northam, "Urban Geography," 
John Wiley and 3ons, New York, 2nd ed., Sept 1934, p 266) 


It is therefore an important guarantee for the rational utilization of natural 
resources, that economic levers are applied, that a rational price is 
determined for the natural resource, that a certain fee is collected for 
occupying the resource and for the use of the resource. Industries that 
operate in compliance with the proper purport of the natural resource may be 
granted appropriately favorable treatment pricewise; industries that destroy 
the natural resource should be made to pay an appropriate penalty within the 
price they have to pay for it. 


2. Prices and the Evaluation of Regional Economies 


The evaluation of a regional economy is a topic for which a solution must be 
found when studying the economic development of a region. Since liberation, 
China has mostly used the gross output value of industry and agriculture as 
indicator in the evaluation of regional economies. The gross output value of 
industry and agriculture is generally computed according to the fixed prices 
set by the state. Even if computed at current prices, this output value is 
restricted by plan prices. Prices, therefore, have a widespread influence on 
the evaluation of the economic position, the economic structure, the economic 
results, and the changes in the economic development of a region. 


(1) The influence of prices on the evaluation of the economic position of a 
region. There is a great disparity between China's current prices and _ the 
real value of products. Add to this the short. ings of the gross output 
values which include that of raw and semiprocessed materials, fuel, 
depreciation, and other transformed materialized labor values and the 








evaluation of the regional economic position is rendered even more complex. 


In China most light industry products are overvalued and most heavy industry 
products are undervalued; mining products and certain agricultural products 
are obviously undervalued. Using current prices, the output value of regions 
with highly developed light industry is overvalued, while the output value is 
undervalued for regions with highly developed heavy industry, especially 
regions with a highly developed mining industry and regions with a large 
proportion of agriculture. 

Between the gross output values of the various departments, the disparity in 
the proportion of the transformed materialized labor is very large. The 
proportion of transformed raterialized labor accounts for over two-thirds in 
the industrial gross output value and for around one-third in the gross 
agricultural output value. In the mining industry, the proportion of 
transformed materialized labor is also very small. 


In view of the two above-stated reasons, it is very unfavorable for regions 
with a large proportion of mining industry and agriculture to use _ the 
industrial and agricultural gross output value for their regional evaluation. 
There is an obvious disparity between arranging the economic position of the 
various provinces, municipalities, and autonomous regions in the order of 
their gross output value of industry and agriculture, and arranging them in 
the order of net output value, not including the value of transformed 
materialized labor. According to gross output value, Shanghai would only come 
second after Jiangsu and be in second position in the entire country, and 
Heilongjiang would be in 1ith position in the entire country. Arrangei 
according to net output value, Shanghai would be relegated to fourth position, 
and Heilongjiang would rise to seventh position. The discrepancies would be 
even larger if certain adjustments were made according to international market 
prices. The Chinese domestic price for crude oil allocations is 100 yuan per 
ton. The international price for a ton of crude oil is U.S.$200, which, 
according to the exchange rate, is equal to 570 yuan. If computed according 
to the international market price for crude oil, the gross and net industrial 
and agricultural output value of Heilongjiang Province would exceed that of 
Jiangsu and place it in first position in the country. Its industrial net 
output value would exceed that of Shanghai and place it in first position in 
the country. This shows the extremely important influence of prices on the 
evaluation of the economic position of a region. 











Provinces, Municipalities, Autonomous Regions 
in Their Economic Order, 1983 
By Industrial-Agricultural By Average Per Head 
Output Value Ind.-Agr. Output Value 
Gross Net Gross Net 
1 Jiangsu Jiangsu Shanghai Shanghai 
2 Shanghai Shandong Tianjin Tianjin 
3 Shandong Sichuan Beijing Bei jing 
4 Liaoning Shanghai Liaoning Liaoning 
5 Sichuan Liaoning Jiangsu Heilongjiang 
6 Guangdong Henan Heilongjiang Jiangsu 
7 Hubei Heilongjiang Jilin Jilin 
8 Henan Hebei Zhejiang Zhejiang 
9 Hebei GuangdonZz Hubei Shanxi 
10 Zhejiang Hubei Shandong Shandong 
11 Heilongjiang Zhejiang Shanxi Hubei 
12 Hunan Hunan Hebei Hebei 
13. Anhui Anhui Guangdong Xinjiang 
14 Beijing Jilin Xinjiang Guangdong 
15 Tianjin Shanxi Hunan Hunan 
1 Jilin Bei jing Shaanxi Nei Mongzol 
17 Shanxi Jiangxi Nei Monggol Ningxia 
18 Jiangxi Guangxi Ningxia Fujian 
19 Shaanxi Tianjin Gansu Shaanxi 
20 Guangxi Shaanxi Fujian Gansu 
21 Fujian Yunnan Qinghai Henan 
22 Yunnan Fujian Sichuan Qinghai 
23 Nei Monggol Nei Monggol Henan Sichuan 
24 Gansu Guizhou Jiangxi Jiangxi 
25 Guizhou Gansu Anhui Anhui 
26 Xinjiang Xinjiang Guangxi Yunnan 
27 Ningxia Ningxia Yunnan Guangxi 
28 Qinghai Qinghai Guizhou Xizang 
29 Xizang Xizang Xizang Guizhou 
(Note: Data for Taiwan Province are lacking) 








(2) The influence of prices on assessing the economic structure of a region. 
Computing China's 1983 gross value of industrial and agricultural output at 
current prices, industry accounts for 68 percent and agriculture for 32 
percent, but even in the Zhuang Autonomous Region of Guangxi with the largest 
proportion of agriculture, industry still would account for 53 percent. These 
proportionate compos.tions as between industry and agriculture are obviously 
very much at variance with the reality. Calculated at net output value, 
China's industry in 1983 accounted for 50.8 percent of the net output value of 
industry and agriculture, and the industry of Guangxi for only 35 percent, 
which comes very much closer to reality. However, considering the fact that 
in China 5 times more manpower is engaged in agriculture than in industry, 
apart from the disparity between industrial and agricultural labor 
productivity, the price problem still has a distinct influence on the economic 
structure. 


(3) The influence of prices on the evaluation of the economic results of a 
region. Because of the influence of prices, there is a great disparity 
between the average profit-tax rates for funds in the various industries 
throughout the country. In 1982, the average profit-tax rate for funds in the 
light industry was 46.3 percent, and invested funds could be recovered in 2 
years ard 1 month. The average profit-tax rate in the heavy industry was 16.8 
percent and invested funds could be recovered in 6 years. In the coal mining 
industry the average profit-tax rate was 2.2 percent, and invested funds could 
Only be recovered in 45 years. When calculating the dynamic economic results, 
the profit-tax rate of the cozl mining industry was lower than interests, and 
in that case funds could never be recovered. Regions of light industry had 
generally better economic results than heavy industry regions. HKegions with a 
large proportion of heavy industry, especially regions with a high proportion 
of coal mining industry, generally showed rather poor eccnomic results. If 
prices are not adjusted, it is almost impossible to assess regional economic 
results. 


(4) The influence of prices on the evaluation of regional changes in economic 
trends. Prices are fluctuating. When analyzing regional changes in economic 
trends, neglect of price fluctuations will lead to erroneous results. At an 
earlier time, when studying to achieve the comfortably well- 

off level of an average per head gross national product of U.S.$1,000 by the 
year 2000, there was one viewpoint which held that this would be commensurate 
with the U.S. level of 1940. The basis for this view was that in 1940 the 
average per head gross national product in the United State was $1,000. 
However, due to the devaluation of the American dollar, 1 dollar in 1940 
corresponds to 5 dollars in 1980. In 1940 small motorcars were in common use 
in America, but by the year 2000 it will not be possible to have small 
motorcars in common use in China. To eliminate the influence of commodity 
price fluctuations, major economic research organs in the West publish 








wholesale commodity price indexes and retail commodity price indexes, while 
the Chinese State Statistics Bureau works with fixed prices. Since 
liberation, China has had four sets of fixed prices, fixed in 1952, 1957, 
1970, and 1980. When studying regional economic contrasts, it is necessary to 
eliminate the disparity between the four sets of fixed prices and to eliminate 
the disperity between the interregional changes in the fixed prices. Due to 
differences in the economic structure, in most of China's provinces, 
municipalities, and autonomous regions the gross industrial output value 
computed at the fixed prices of 1970 is lower than the gross industri2. output 
value computed at the fixed prices of 1957, but in Anhui, (juangxi, and 
Xinjiang, on the other hand these values are nigher than the gross industrial 
output values computed at the fixed prices of 1957. 


3. Prices and the Distribution of Productive Forces 


Prices constitute a special social condition that affects the distribution of 
productive forces. Prices are per se economic phenomena. Among the elements 
that determine prices we can find the background showing higher or lower 
technological levels and the productivity of natural resources. Price policy, 
which has greatest impact on prices, is part of the superstructure. If we say 
that in capitalist countries the most important economic lever affecting the 
distribution of the productive forces is taxation, then it is pricing in 
substitution for taxation that constitutes in China the most important 
economic ‘ever with impact cn the distribution of the productive forces. The 
various provlems that are now surfacing in China with regard to the 
distribution of the productive forces are, if traced to their very source, 
invariably connected with prices. Ignoring the impact of prices will make it 
impossible to resolve many problems in the distribution of the productive 
forces. The following five aspects are a tentative summary of the influences 
of prices on the distribution of productive forces in China: 


(1) Their influence on the development of areas producing 

raw and other materials. The price problem is the important reason for the 
fact that production of raw and other materials in China has been lagging 
behind for a long time compared with developments in the processing 
industries. The very slow increase in the production of many rural native and 
special products is also related to prices. The institution of negotiated 
prices for coal increased the economic results in the coal mining areas and 
raised enthusiasm for increasing preduction. Many coal producing areas are on 


the way to prosperity. 


(2) Prices influence the occurrence of duplications in the location of 
processing industries. The duplication in the location of processing 
industries is a long-standing problem in the distribution of China's 
productive forces. Duplications of location have occurred with regard to the 
three old favorites: watches, bicycles, and sewing machines. The new three 
favorites too, TV sets, tape recorders, and refrigerators, are about to incur 
duplications in location, which is also evident in other branches of the 
processing industry. Prices exert everywhere the effect of a catalytic agent. 
To solve the problem of duplications in the location of processing industries, 
we must on the one hand strengthen administrative control and plan guidance, 
and on the other hand bring the economic lever of prices into play. 








(3) Prices have an influence on the marketing of products. Most means of 
production and a part of the means of livelihood in China are procured and 
marketed according to unified prices. The prices seldom reflect differences 
in the quality of the products and upset the rational regional circulation of 
products. Areas or enterprises with high-quality production, because their 
products are priced below their actual value, will sell their products all 
over the country. If a rational price system were set up, high-quality 
products could be marketed at high prices, thereby providing larger 
accumulations for the state and for the enterprises. Enterprises producing 
poor-quality products could sell their products at lower prices, gain a 
certain market for their goods and gradually improve the quality of their 
products. 


(4) Prices induce increased back and forth shipments. The problem of back 
and forth shipments exists with regard to many products in China. One of the 
reasons for the occurrence of back and forth shipments is the irrational price 
and subsidy policy. For instance, if the procurement price in the producing 
area is higher than the sales price in the marketing area, the goods will more 
often than not flow back into the producing area. If the procurement price in 
area A is higher than the procurement price in area B, the products will more 
often than not flow into A for sale there, 

and then later be shipped to area B for processing. Viewed from the 
standpoint of the entire country's macroeconomy, this state of affairs 
constitutes an extremely large waste. 


(5) Prices have an adverse effect on the consolidation and development of 
foreign trade and export bases. An important reason for the protracted 
Stagnation in the exports of many traditional Chinese export articles is that 
they are procured domestically at unduly low prices. These prices are far 
below prices in the international market, and as a result the producing areas 
cannot make a profit manufacturing these products, and may even incur losses 
year after year, which makes it impossible to update equipment and to upgrade 
the quality of the products. The traditional Chinese exports of nonferrous 
metals have run into this kind of problem. 


China's superior social system provides the possibility for a _ rational 
distribution of the productive forces. To convert this possibility into the 
reality of a rational distribution, we must on the one hand assert the 
authority of directive-type planning and on the other hand utilize economic 
levers and _ show that the demand of the law of value is the most important 
condition for the effective application of the economic lever. At the same 
time we must control prices in conformity with such demands as the rational 
distribution of the productive forces, etc. For instance, it is absolutely 
necessary to institute appropriate protective pricing policies and price 
subsidy policies for newly established production bases, remote border areas, 
minority areas, backward areas, etc. At this opportunity it may be pointed 
out that even in capitalist countries certain commodities are regularly 
controlled, for instance, prices for tobacco and alcoholic beverages, by means 
of a policy of granting price subsidies. The State Council has recently 
proposed to adjust the current Chinese price system in a planned way, 
according to the demands of the law of value. This will open up broad avenues 
for the rational utilization of China's natural resources, for the rational 
distribution of productive forces and for the regional developments. 


9808 
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NATIONAL POLICY AND ISSUES 


LIAOWANG ON CONSTRUCTION IN THIRD-LINE REGIONS 


HK110423 Hong Kong LIAOWANG OVERSEAS EDITION in Chinese No 26, 30 Jun 86 
pp 10, 11 


[Article by Li Yongzeng [2621 3057 2582] and Li Shuzhong [2621 2885 1813]: 
"A Turning Point in the History of the Construction of China's Third-Line 
Regions" ] 


[Text] In the 30-odd years following the founding of new China, there has 
been a major strategic shift in China's economic distribution--the construc- 
tion of the third-line regions lasting for a dozen years or so [as published] 
beginning in 1965. The construction has experienced trials and hardships 

of all sorts and taken a rugged and rough path. Today it is facing a new 
turning point and several choices for continued progress. 


In a broad sense, third-line regions refer to the country's vast regions 

south of the Great Wall and west of the Beijing-Guangzhou Railway, covering 

13 provinces and autonomous regions. First-line regions generally refer to 
coastal regions and their borders, while second-line regions refer to areas 
between the first- and third-line regions. In a narrow sense, the third-line 
regions we are discussing here include Sichuan, Guizhou, Yunnan, Shaanxi, 

and Gansu Provinces as well as western Henan, western Hebei, and western Hunan, 
covering a territory of about 2.36 million square km, or one-fourth of the 
nation's total territory. The regions have nearly 500 million mu of cultivated 
land, comprising one-third of the nation's total, and a population of nearly 
400 million, amounting to 38 percent of the country's total. The total value 
of industrial and agricultural production of these regions in 1985 was 328.9 
billion yuan, constituting one-fourth of the country's total. 


Policy Decisions Stem From War Considerations 


Because of a special historical background, China's industrial distribution 

is uneven, with industry being one-sidedly heavily concentrated in the coastal 
areas and thinly distributed in the hinterland. In his article "On 10 Major 
Relationships," published in 1956, Mao Zedong stressed attaching importance to 
the relationship between industry in the coastal areas and that in the hinter- 
land so as to support the development of industries in the latter with the 
former's industrial development. However, in the mid-sixties, when China was 
determined to go all out to build its hinterland, the most important factor 
that had an impact on policy decisionmaking, among others was prevention of 

a war rather than economic distribution. 











In the early sixties, border conflicts broke out between China and India; 

the United States was gradually becoming involved in the Vietnamese War; 

the Taiwan authorities’ cry for "a counteroffensive on the mainland" was 

given wide publicity; and Sino-Soviet relations were in a state of serious 
antagonism, while disputes between the two countries were intensifying. The 
Chinese policymakers attached great importance to the lessons and experience 
gained by the Soviet Union in World War II. The Soviet industrial projects 
east of the Urals were undertaken in a hurry after the German fascists launched 
a surprise attack on the Soviet Union. Although they were undertaken late, 
Adolf Hitler was defeated by the Soviet Union by relying on this strategic rear. 


In the summer of 1964 the CPC Central Committee and Mao Zedong made a policy 
decision on "paying attention to the development of the international situation, 
getting ready to fight a war, and above all else, making a success of the 
formation of strategic patterns as well as strengthening the construction of 
the third-line regions while making long-term plans." 


Highly Capable People Are Sent to the Third-Line Regions 


The construction of the third-line regions was advanced against this background 
and was rapidly put into effect. In the second half of 1964, several massive 
work teams in charge of plant site inspection and selection from the defense, 
railroad, and mining industries made on-the-spot surveys of plant sites and 
distribution lines in northwestern, central-southern, and southwestern China 
one after another and initially selected a group of plant sites and distribution 
lines, thus defining the overall construction pattern of the third-line regions. 


At the beginning of 1965, an overall plan for the construction of the third- 
line regions was worked out. 


"The roads in Sichuan are more difficult than going to Heaven." With high 
mountains and mountain ranges standing everywhere, the third-line regions have 
a varied topography and very poor transport facilities. To support the large- 
scale construction of the third-line regions, several railroad trunks were 
planned and put into construction in succession. The construction of coal and 
steel production bases was speeded up. 


To race against time, the construction of plants in the third-line regions was 
undertaken thoroughly by enterprises in the coastal areas on a contract basis, 
including matters ranging from cadres, technical personnel, workers, capital 
construction, and equipment to production. At that time this move was called 
"sending highly capable people to the third-line regions" and [word indistinct] 
the whole nation mobilized. Most of the university graduates in those years 
were assigned to work in enterprises in the third-line regions. Imported 
machinery was located in the regions if there was only one piece and if the 
state had two, they were [word indistinct] by the coastal areas and the third- 
line regions. To deal with the possible outbreak of war, industries in the 
third-line regions were distributed in a serialized way and with all supporting 
facilities provided and thus energy, raw and semifinished materials, machine- 
building, electronics, chemical, and defense industries formed their own 
systems. Both the coastal areas and the third-line regions had separate 
industrial systems. 
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The construction of the third-line regions has on the whole undergone two 
stages: 


In 1965 the first high tide began to form. However, not long afterward, the 
"Great Cultural Revolution" broke out, seriously undermining and obstructing 
production and construction. 


In 1969, when border conflicts between China and the Soviet Union were raging, 
there emerged the second high tide in the construction of the third-line 
regions. Most enterprises in the regions were established that year. 


Most investments in China's Third and Fourth 5-Year Plan periods were poured 
into the construction of the third-line regions. 


The Rear Base Has Begun to Take Shape 


The large-scale construction of the third-line regions, which lasted to the end 
of the seventies, cost the state nearly 200 billion yuan in investment. The 
original value of the regions’ industrial fixed assets amounted to 140 billion 
yuan. In the regions there were 29,000 enterprises under the system of 
ownership by the whole people. They included nearly 2,000 large and medium- 
sized key enterprises and scientific research units, or one-third of the 
national total. The construction of the third-line regions, into which the 
people throughout the country have thrown their energy, has achieved very 

great successes. 


--A strategic rear base with a relatively complete range of industrial sectors 
and with heavy industry as the dominant factor has basically taken shape. A 
considerable portion of China's production capacity in defense, electronics, 
and machine-building industries is concentrated in this rear base. 


-~-The construction of the third-line regions has given an impetus to the 
developrent of energy and other natural resources of the hinterland. The 
third-line regions have various mineral resources and huge rese ves. The 
distribution of mineral resources is relatively ccncentrated. The regions' 
coal reserves make up one-fourth of the nation's total reserves and their 
iron and copper ore reserves constitute about one-third of the nation's 
total. The reserves in vanadium, titanium, manganese, aluminum, nickel, lead, 
zinc, wolframe, molybdenum, antimony, tin, piosphorus, and natural alkali 
occupy an important position in China. Since the construction of the third- 
line regions was started, some coal and power bases as well as a number of 
iron and steel enterprises in Panzhihua, Wuyang, and Jiuquan have been 
established. A number of key nonferrous metal enterprises, such as the 
Guizhou aluminum plant, the Xinan aluminum processing plant, and the Emei 
semiconductor materials plant, have [word indistinct] set up. The regions’ 
steel output accounts for 29 percent of the nation's total and the output of 
10 nonferrous metals makes up approximately half of the nation's total. 
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--The backward transport situation in southwestern China has been initially 
improved. In addition to the Chengdu-Chongqing Railroad and the Baoji- 
Chengdu Railroad, which were constructed after the founding of the PRC, 
during the construction of the third-line regions, the Chongqing-Guiyang, 
Guiyang-Kunming, Chengdu-Kunming, Changsha-Guiyang, Xiangpan-Chongqing, 
Gioazuo Zhicheng, and Yangpingguan-Ankang railroad trunks or feeders, which 
are 16,000 km long, have been repaired and reopened to traffic one after 
another. The regions have 370,000 km of roads, and the quality of road 
surfaces has been significantly improved. 


--The construction of the third-line regions has promoted the development 

of local economies, in particular the economies of the regions where minority 
nationalities live in compact communities. Far away from cities, most enter- 
prises in the third-line regions are scattered in border mountainous areas. 
Consequently, many new small cities and towns have sprung up in the regions, 
of which 30 are relatively large industrial cities. These enterprises have 
provided local people with job opportunities and also created markets for 
local economic prosperity. 


The construction of enterprises in the third-line regions was carried out 
relatively late. Therefore, their equipment is comparatively new. Since 

defense industries are technology-intensive ones, the number of engineers 

and technicians in the regions is 300 to 400 percent more than that in the 
coastal areas. Regarding the rich technological resources and ample equipment 

of the third-line regions, people figuratively call them "tigers hidden in remote 
mountains." 


OO ete 


The Consequences of Neglecting Economic Laws 


The purpose of the construction of the third-line regions was to make prepara- 
tions against war. People raced against time because it seemed that war was 
to break out very soon. As a result, their neglect of the laws of economic 
construction led to mistakes. To sum up, we should draw the following lessons: 


First, the principle for construction of the third-line regions was: Rely on 
the mountains, disperse, and take cover, in which the stress was put on 
dispersal. A large-scale dispersal was required throughout the nativu by 
dispersing construction from the first to the third line, while a small-scale 
dispersal was encouraged in the third-line regions and factories were to be 
built in the mountains and kept far from the cities. Each enterprise was to be 
dispersed again into several workshops. These measures taken merely against 
air raids wasted a loc of money, undermined the national production structure, 
caused enormous transport problems, and sharply increased production costs. 


Second, in order to race against time and blindly seek high speed, the procedures 
of capital construction were not followed. The selection of factory sites was 

an obvious consequence. Without conducting a careful survey; some factories 
decided hastily on their construction sites. 
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Third, production was placed before livelihood. As the livelihood of workers 
and staff members was not taken into account, the enterprises were remotely 
situated, it was extremely difficult to get support from cities, and the 
factories had to undertake everything concerning workers and their family 
members. The enterprises had to run kindergartens, schools, hospitals, shops, 
cinemas, and bus companies and even be responsible for employment of family 
members. Consequently, a factory director was like a "mayor." Even then, it 
was difficult to keep the workers’ minds on their work and to get them 
settled down. 


Due to high production costs, poor results, hardships, and restrictions on the 
economic system, it was difficult for the third-line enterprises to make the 
most of their considerable productive forces. 


Start With Readjustment and Transformation 


Tremendous changes have taken place ifn the current world situation. Although 
the danger of a world war still exists, the forces for peace in the world 

exceed the factors for war. So long as all peace-loving countries and peoples 
unite and fight together, the maintenance of world peace will be possible. Under 
such circumstances, China has concentrated its forces to carry out the building 
of the four modernizations and has reduced its military spending and cut down 
its troops by 1 million. In this situation, many national defense factories 
located in the third-line regions have to face the situation of fewer production 
tasks and a reduction in orders for military supplies. With the passage of 

time and the deepgoing reform of China's economic structure as a whole, the 
aftermath of the third-line construction will become more prominent. Economic 
circles have two different views on the issue. 


The first one negates the third-line construction and regards it as a "burden," 
while the second regards it as a "treasure." After listening to the reports 
on the readjustment, transformation, and planning work of the third-line 
construction in November 1983, Premier Zhao Ziyang pointed out: "Both views 
are one-sided." 


According to Zhao, the factories in the third-line regions can be divided into 
the following three categories: 


The first one is successful. The distribution of these factories conforms to 
strategic demands. There are bright prospects for the products. The factories 
can produce better economic [word indistinct] make great contributions to 

the state. 


The second one is basically successful. However, the enterprises have failed 
to make the most of their productive forces and to attain better economic 
results due to restrictions on transportation, energy supply, information, 
and management level. 
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The third one has no prospects. Owing to serious problems in factory sites, 
a lack of production targets, and difficulties in maintaining production, 
these factories should be closed down, have their production suspended, be 
merged with other enterprises, be switched to the manufacture of other 
products, or moved to other places. 


Not long after Zhao's speech, an office for the readjustment, transformation, 

and plauning of third-line construction under the State Council was set up, 

with Lu Dadong, former governor of Sichuan, as its head. The m-’n task of 

this office was to conduct investigations, draft plans, and reaujust and transform 
the third-line enterprises so as to bring their role into full play. 


According to the findings, the situation of the third-line enterprises was more 
or less as follows: The first category accounted for 48 percent of the total; 
the second, 45 percent; and the third, 7 percent. 


The First Three Steps 


During the mid-seventies the state had already noticed the serious mistakes 
made in third-line construction. At that time, the state readjusted some 
projects, made new arrangements for the enterprises built in remote mountains, 
and suspended large-scale investment in the third-line regions. 


However, the readjustment and transformation of the third-line construction was 
actually put on the agenda of the state in recent years. Ina letter to 

Zhao Ziyang on 27 February 1983, Li Xiannian pointed out that if the work is 
properly done, it will play a great role in encouraging the comrades working in 
the third-line regions." Meanwhile, "we can continue to readjust China's 
irrational industrial structure, put an end to the backwardness of the third- 
line regions, and promote the economic development of the hinterland. Naturally, 
we cannot follow the practice of the past because our financial and material 
resources are limited. Nevertheless, we should always have the interests of 
the third line at heart. When the time is ripe and where conditions permit, 

we should, through investigations and unified planning, develop the projects 
that have bright prospects so that they can play an increasingly important role 
in the third-line construction.” 


Thousands of large and medium-sized enterprises and millions of workers and 
technical personnel who have worked hard for more than a decade have longed 
to serve the country. With the efforts made over the past few years, the 
readjustment work has gotten onto the right track and taken the first three 
steps: 


--Enterprise readjustment. With the approval of the state, more than 100 
enterprises and institutions that could not exist independently without 
external support have undergone readjustment, moved from the remote mountains 
to large and medium-sized cities or conveniently located areas, and merged 
themselves with other enterprises or built up the enterprises independently. 
The removal of the first group of enterprises began this year. 
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--Readjustment of products. In light of the characteristics in advanced 
equipment, capable personnel, and scientific research ability of the third- 
line enterprises, these enterprises, after shifting to the manufacture of 
other products, mainly produce new textile machines, civil aircraft, electronic 
components, heavy and light capacity trucks, equipment for large thermal 

and hydropower stations, rolling-stock, hydraulic frames for coal mines, and 
precision machine tools. 


--Horizontal economic ties. In accordance with Premier Zhao's proposal, 

the coastal areas and hinterland have carried out large-scale economic and 
technological cooperation in jointly exploiting resources, producing famous 
brand and high quality commodities, replacing imported electronic products with 
Chinese-made ones, and exchanging technology and qualified personnel, and have 
achieved remarkable successes, thus manifesting the great vitality of such 
cooperation. 


Facts have proved that the orientation of the first three steps taken is 
correct. 


Regarding the third-line construction as a whole, however, there are still 
many Outstanding problems. Each enterprise has a considerable amount of 

fixed assets and large numbers of workers and their family members. Therefore, 
the readjustment work is extremely arduous. 


The Great Potential 


Where does the potential of the third-Line enterprises lie? First, a galaxy 
of talent; and second, the equipment of the third-line enterprises is new, 
large, of a precision type, and better in quality compared with other parts 

of the country. So long as the enterprises produce marketable goods, slightly 
transform and update their equipment, and strengthen lateral economic ties, 
they will be able to achieve the results of lower investment, shorter cycles, 
more output, and increased efficiency. 


For example, the state badly needs large mine cars with a carrying capacity 
of 154 tons. If some tens of millions of yuan are invested in Xiangtan 
electrical machinery plant and Loyang mining machinery plant, the batch 
production of mine cars can be put into operation within a short period. 
However, if an enterprise with an annual output of 100 large mine cars is to 
be built, an investment of at least 300 to 500 million yuan will be required. 


With a slight transformation of the avrilable equipment, a certain base of the 
Ministry of Astronautics Industry wanufactured and trial-produced two types 

of imported oil well testing equipment. The price of the imported equipment 
was over $40,000, but only 13,000 yuan was required to manufacture it by 
ourselves. 
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It is quite easy for national defense enterprises to carry out such projects 
that require little investment but can produce better results. Similar 
examples are too numerous to mention. 


Large numbers of talented people can be found in the wild mountains. So 

long as we step up the work of readjustment and transformation and give 

full play to the role of the third-line enterprises, they will inevitably 
become a vital force of China's industry, form a motive force with the coastal 
industry, and jointly accelerate the progress of China's modernization program. 


/8309 
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PROVINCIAL AFFAIRS 


CHONGQING MAYOR DELIVERS GOVERNMENT WORK REPORT 
HK061656 Chongqing CHONGQING RIBAO in Chinese 10 Jun 86 pp 1-3 


["Government Work Report Delivered by Mayor Xiao Yang [5135 4441] at the 4th 
Session of the 10th Chongqing City People's Congress on 31 May 86" -- 
passages within slantlines published in boldface] 


[Text] Fellow Deputies: 


On behalf of the Chamgging City People's Government, I submit a report of 
government work to the congress for your discussion and approval. 


The Situation of Work in 1985 


The Year 1985 was a crucial year in comprehensively fulfilling the Sixth 5-Year 
Plan and making preparations for the Seventh 5-Year Plan. It was also the 
third year of our city's experiment in reforming its overall economic struc- 
ture. According to a resolution adopted by the 3d meeting of the 10th City 
People's Congress on government work, the city's people's government and people 
of the entire city have conscientiously implemented the decision of the CPC 
Central Committee on the reform of the economic, scientific and technological, 
and educational systems. They have persisted in implementing the policy of 
enlivening the domestic policy and opening up to the outside world. They have 
given first priority to reform and have simultaneously grasped the building 

of spiritiual and material civilizations. They have made marked achievements 
in various construction undertakings, with the emphasis on economic construc- 
tion. All this has laid a solid foundation for the fulfillment of the 

Seventh 5-Year Plan. 


/1. A new development in the reform of the economic structure has been 
achieved, and the objective of “winning a victory in the first battle" has 
been basically attained. / 


Last year's reform was carried out in accordance with the guiding principle 
of the central authorities on “being firm and unshakable, fighting the first 
battle carefully, and ensuring success," and the guiding thought of the 
city's CPC Committee on "giving first priority to reform and doing things in 
a vivid and effective way in the process of grasping the work firmly." Our 
main emphasis was placed on strengthening macroscopic control, invigorating 
the enterprises, enlivening circulation, and carrying out price and wage re~ 
form in order to promote the profound development of various reforms. 
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To further reinvigorate enterprises, on the basis of expanding the decision- 
making power of enterprises as begun a few years ago, we carried out investi- 
gations in some medium and large enterprises and supported and helped them in 
light of their different conditions in terms of technological reform, the 
level of profit retention, joint operations, adjustment of product mix, proper 
reduction of the scope of accounting units, and so on. This created condi- 
tions for enlivening medium and large enterprises. In the meantime, we guided 
enterprises so that they could continue to do well in the reform of "forming 

a small but complete set," in further improving and perfecting the economic 
responsibility system in enterprises, and in reforming in a planned way the 
leadership system of enterprises. Last year the number of industrial enter- 
prises which followed the responsibility system of managers on a trial 
basis increased to 392. About 20 percent of industrial enterprises under 

city government implemented a responsibility system with the emphasis on the 
term of service of factory managers. New progress was made in the methods of 
business operations of enterprises. There were 1,073 state-operated small 
commercial units in the whole city which were collectively operated or run on 
a rental basis, although they were still owned by the state. All this has 
urged enterprises to improve their business management, enhance their product 
quality, and strengthen their technical reform so that they can achieve better 
economic results. 


We made an important step in price and wage reforms. In accordance with the 
arrangements made by the central authorities, we followed a guiding principle 
of "integrating readjustment with opening up and taking careful steps." We 
abolished the system of a state monopoly over grain purchase, implemented a 
system of placing orders for the purchase of grain based on contracts, and re- 
adjusted the huying and selling prices of grain and edible oil in the rural 
area. We abolished the system of fixed quotas of purchasing live pigs and 
implemented in a planned way a system of purchasing live pigs at negotiable 
prices. We gradually freed the prices of nonstaple food such as fresh vege- 
tables, aquatic products, fruit, and so on, and followed a principle of regu- 
lation of market mechanism. We properly increased short distance railway 
freight charges, and widened the price difference between some commodities 
based on quality and regional differences. We adopted certain measures to 
strengthen control over goods price, and made efforts to control the overall 
level of prices. While readjusting the price of pork, we provided allowances 
for staff members and workers. We gave play to the role of state-operated com- 
merce in handling the circulation and readjustment of commodities and in con- 
trolling price hikes to ensure market supply. We improved the method of making 
up for the losses of state-operated enterprises responsible for buying and 
selling food and vegetables. All this effectively prevented a great fluctua- 
tion in commodity prices and ensured the smooth progress of price reform. 
Judging from the present situation, pork and vegetable prices in our city are 
comparatively stable. Vegetable supply can still be basically ensured even in 
a slack season. When we freed commodity prices, the prices of some goods went 
up. However, with the development of production, their prices have gradually 
become stable and rational. During the latter half of last year, in accor- 
dance with the unified arrangements made by the state, we carried out wage re- 
form. Government organs and institutions have followed a wage structural 
system mainly based on posts and have initially got onto the new path of the 
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wage system. As far as wage reform in enterprises is concerned, most enter- 
prises are now implementing a method of basic wage plus monetary award. A 
small number of enterprises are implementing a system of linking total wage 
amount with economic results and results in work on a floating basis. The 
wages of our staff members and workers have been increased. However, due to 
various historical reasons, there are still many problems concerning wages. 
They cannot be solved overnight. Wage distribution has not yet been perfected 
and become completely rational. These problems will be gradually settled in 
the course of in-depth reform in the future. 


The social commodity market is in the making. Last year, while developing 

a consumer goods market and agricultural and sideline products market, we 
actively opened up the market for the means of production, established compre- 
hensive trading centers for the supply and marketing of goods and materials, 
and set up other five specialized trading centers in charge of electrical 
machinery products, cars, wood, and so on. We have initially established 
circulation networks which integrate planned supply of the means of production 
and regulation by market mechanism. We have started to establish a financial 
market. The technology market, property market, and labor affairs market are 
gradually developing. The establishment of these markets has paved the way 
for the formation of a market system and helped us accumulate use ‘ul experien- 
ces. 


Due to comprehensive reforms in various fields over the past 3 years, our 
economic system has been initially turned into a new system which is full of 
vigor and vitality. Enterprises have been gradually invigorated, and our 
socialist commodity market has been continuously expanded. A very great 
development has been achieved in the establishment of various ownership sys- 
tems and in the implementation of various business management methods. A 
breakthrough has been made in improving the situation of the separation between 
urban and rural areas and in overcoming the state of seclusion. Multilayered 
economic networks have been initially set up. All this has played a vital 
role in enlivening the economy, emancipating the productive forces, and in 
improving the livelihood of the people in the urban and rural areas. 


/2. Sustained development of the national economy has been achieved, and 
people's livelihood has been improved. / 


Promoted by economic structural reform, the implementation of the 1985 national 
economic plan in our city was good. Total social production output value of 
the city reached 20 billion yuan, an increase of 12 percent over 1984. GNP 
reached 10 billion yuan, an increase of 12 percent. National income reached 
8.4 billion yuan, an increase of 12 percent over 1984. The total industrial 
and agricultural output value reached 17.139 billion yuan, which was a record 
high level, and registered an increase of 13.7 percent over 1984. 


The rural area in the city conscientiously implemented Document No. 1 issued 
by the central authorities, profoundly carried out the second stage of reform, 
actively readjusted production set-ups, and promoted the development of the 
rural economy. The total rural social production output value reached 6.26 
billion yuan and total agricultural production output value reached 4.045 
billion yaun, an increase of 21 percent and 8.8 percent respectively over 1984. 
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However, main industrial crops and agricultural and sideline products such as 
pigs, milk, poultry, eggs, fish, fruit and others increased by a fairly big 
margin. In particular, town and township enterprises developed very rapidly. 
They have now become pillars of the rural economy. Last year, the total out- 
put value of town and township enterprises of the city was 2.68 billion yuan, 
an increase of 64.4 percent over i984. Their products earned 30 million yuan 
in foreign exchange for the state. In 12 areas and counties, the total output 
value of their town and township enterprises exceeded 100 million yuan. 
Shiqiao Township in Shapingba District became the first township whose township 
enterprises’ incomes exceeded 100 million yuan. Great cooperation between 
urban and rural areas greatly developed last year. There were more than 5,000 
cooperative joint projects with an output value of more than 500 million 

yuan. More than 1,000 technical workers were transferred from the city to 
rural area, and more than 8,000 technical personnel went to the rural area to 
provide consultancy services. They provided services for more than 10,000 
items in the rural area. More than 20,000 people received technical training. 
A prosperous situation occurred in the entire rural area. 


Industrial and communication enterprises in our city tapped their potential 
with the emphasis on enhancing their economic results. This promoted the sus- 
tained and stable growth of production, and the highest level in history was 
attained. Total industrial output value of the city for the whole year was 
13.35 billion yuan, an increase of 15 percent over 1984. Total budgetary 
profit of state-operated industrial enterprises under the citv government in- 
creased by 11.8 percent, and their sales tax turned over to the state increased 
by 35 percent. The energy, transportation, and postal and telecommunications 
sectors comprehensively accomplished the state plans. Our product quality 
steadily improved. The quality of some 90.45 percent of our products 

steadily enhanced during the year. Six kinds of products won gold medals 
presented by the state, and eight kinds won silver medals. Some 40 kinds of 
products were awarded for good quality by the ministries concerned. Some 140 
kinds of products were praised by the city departments concerned for high 
quality. Through the readjustment of product mix, some 1,190 kinds of new 
products were developed during the year. Some 850 kinds of new products were 
produced in batch process, and good results were achieved in this regard. The 
progress of technological reform was accelerated. Enterprises under ownership 
by the whole people of the city made investment valued at 572 million yuan 

in renewal of facilities and equipment and in tezhnical reform, an increase 

of 310 million yuan over 1984. There was a 140 percent rise in the investment 
aimed at increasing varieties and the quality of products. There was another 
34.2 percent increase in investment aimed at conserving energy and raw and 
processed materials. Some 708 projects were completed and went into operation 
in the year. There was an increase of 550 million yuan in the new fixed assets. 
Economic integrated bodies marched along the direction of the collectivization 
of enterprises. Some 267 economic integrated bodies were set up in the 
industrial sector of our city, and there were 534 joint cooperative projects. 
Some 3,000 enterprises took part in joint operations. Military enterprises 
achieved market results in manufacturing products for civilian use. Last year 
the output value of their civilian products reached 1.08 billion yuan, an 
increase of 96.1 percent over 1984. Key products which they manufactured 
included motorcycles, bicycles, mini cars, ring-pujl soft drink cans, deep 
well oil pumps, and so on, 
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With the sustained and stable development of industrial and agricultural pro- 
duction, our commerce was brisk in both purchase and marketing. There was an 
increasingly ample supply of goods, and a gratifying and vivid situation 
occurred in the circulation field. Total retail sales volume of social commo- 
dities of the city reached 5.23 billion yuan, an increase of 26.7 percent over 
1984. Pure commercial purchase amount was 4.34 billion yuan, and pure commer- ' 
cial sales volume was 4.63 billion yuan, an increase of 14.6 kpercent and 10.6 
percent over 1984, respectively. The profound development in structural reform 
enhanced the circulation function of key cities and expanded market share of 
products manufactured by Chongqing. Commercial departments under the city held 
more than 60 exhibitions and fairs. The amount of industrial goods trans- 
ferred to other provinces and cities increased by 31 percent. Commercial 
departments established 73 trading centers of all forms, whose turnover for 

the whole year reached 1.55 billion yuan. Trading centers of industrial 
products of our city established connections with more than 3,000 enterprises 
in 24 provinces and cities, with the turnover for the year reaching 720 million 
yuan. A commodity fair was held in Chongqing last year by four provinces and 
regions and five parties, with total sales volume reaching 500 million yuan. 
The purchase and marketing on the market for the means of production were also 
brisk. Turnover of the various trading centers, for goods and materials of 

the whole year reached 360 million yuan. Country fair trade in both urban and 
rural areas further developed with a total transaction commodity weight of 800 
million kilos and turnover of 960 million yuan, an increase of 14 percent and 
31.4 percent over 1984, respectively. There was a marked change in the commer- 
cial structure, and a multichannel business pattern has been formed. In the 
process of enlivening commodity circulation, we actively improved commercial 
service facilities and carried out activities to build civilized shops. Some 
184 civilized shops were selected in the city. All this promoted the improve- 
ments of service quality in the commercial field. 


Last year we carried out the reform of the financial structure of prefectures 
and counties, and did the work of substituting tax for the delivery of profits 
in the second stage. We broadened the sources of income and reduced expendi- 
ture. 4s a result of increasing income and decreasing expenditure, financial 
revenue of the whole city reached 1.66 billion yuan, an increase of 22.2 per- 
cent over 1984. The margin of increase of financial revenue was the largest 
since the comprehensive reform of the economic structure. In accordance with 
the arrangements made by the State Council, we extensively examined the obser- 
vance of financial, tax, credit and price regulations in the city. All this 
played a positive role in increasing financial revenue, strengthening a sense 
of discipline, and improving party workstyle and the general mood of society. 
On the basis of the development of production, the living standard of urban 
an’ the average wage increase of staff members and workers of the whole city 
was 15 percent. After deducting the factor of commodity price hikes, their 
actual growth rate for wages was 4.7 percent. Per capita net income of 
peasants was 366 yuan, an increase of 11.1 percent over 1985. We made job 
arrangements for some 85,000 people in towns and townships during the year. 
Savings deposits in the urban and rural areas increased by a big margin. By 
the end of the year, savings deposits reached 1.86 billion yuan, an increase . 
of 38.2 percent over 1984. New changes took place in the consumption structure 
of the people in the urban and rural areas. The consumption of clothes and 


a 
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commodities for daily use exceeded that of food. There was a larger increase 
in the sales of some durable consumer goods, especially household electric 
appliances such as television sets, washing machines, refrigerators, and 
others. All this shows that the living standard of the people in both urban 
and rural areas had been truly enhanced. 


/3. There was a good beginning in the implementation of the policy of opening 
up to the outside world and faster development in establishing lateral 
economic links. / 


Under the guiding principle of opening up to the outside world, last year our 
city achieved rapic development in carrying out multilayered, multichannel 

and multiform economic cooperation and coordination. A guiding principle of 
"relying on one's efforts, carrying out multilateral cooperation, and seeking 
common reinvigoration with the support of the state" was put forward by the 
second economic coordinating meeting held in Chongqing by four provinces and 
regions and five parties. The guiding principle was affirmed by the CPC Cen- 
tral Committee and the State Council. It promoted the dewelopment of lateral 
economic links in the southwest region. Overall economic and technical cooper- 
ation was carried out in the fields of transportation, post and telecommunica- 
tions, training of scientific and technological personnel, commodity circula- 
tion, key construction projects, exploration of mineral resources, financial 
information, culture, education, and others. 


The economic coordinating committee established by four cities on the banks 
of the Chang Jiang--Shanghai, Nanjing, Wuhan and Chongqing--has discussed and 
proposed plans for joint shipping operations on the Chang Jiang, internal and 
external trade, scientific and technological exchanges, development of tourism 
along the Chang Jiang, posts and telecommunications, financial coordination, 
information exchange, and others. All this will play a positive role in the 
exploitation of Chang Jiang resources and promoting economic links between 
western and eastern parts of China. Our city has continuously expanded its 
economic ties with various parts of the country. We have established 
economic cooperative relations with 28 provinces, cities and autonomous 
regions. Last year some 1,259 agreements were signed, covering goods and 
materials valued at 250 million yuan. 


There was rapid development in transregional economic cooperation in various 
trades and services. Some 30 trades have been covered by gilds established 
by four provinces, regions, and parties. The trading of traditional Chinese 
medicines is following a path of big-scale and chain-like coordination in 
terms of the development of products, processing, production and marketing. 
Under the principle of "free passage in and out, keeping subordination rela- 
tionships unchanged, equal consultations, and mutual benefits," the paper- 
making trade speeded up the progress of transregional economic cooperation 
with the emphasis on key products is developing vigorously. The Jialing 
Enterprise Group, which produces motorcycles, has established cooperative 
relations with 222 plants in various parts of the country. They cooperate 
voluntarily, mutually serve each other, rely on each other, and coordinate 
their actions. This has doubled the production output of motorcycles. The 
Chongqing Beverage Industrial Company, which produces Tianfu Kele [a kind of 
soft drink], has coordinated with a specialized scientific research unit to 
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establish two integrated bodies engaged in research and production. It has 
also cooperated with 25 provinces, cities and regions throughout the country 
to set up 78 affiliated factories. [tt has worked together with commercial 
sectors to jointly establish 23 industrial and commercial outlets. This has 
expanded the production and sales of the beverage, and demonstrated the 
vitality of economic cooperation. 


A new situation was initially created in foreign trade and economic and 
technological cooperation. We have upheld the principle of free integration 
and given first priority to the expansion of exports in foreign trade. We 
have also strengthened leadership over export work. Forceful measures have 
been taken in the production, purchase, shipping, and marketing of export 
commodities. All this has ensured overfulfillment of export quotas. Last 
year the total purchase amount of commodities of the city for foreign trade 
was 486 million yuan, an increase of 66.5 percent over 1984. Export volume of 
products manufactured by our city reached $104.61, an increase of 68.6 per- 
cent over 1984. We exported 297 kinds of products in 14 major categories. 

We exported our goods to 62 countries and regions. There was also a greater 
development in promoting economic and technical cooperation with foreign coun- 
tries and in export of the labor force. Last year, labor force export and 

the number of contracted engineering projects abroad increased by 230 percent 
over 1984. Yufeng International Company Limited, established in Hong Kong, 
has become a "window" of our city's economic relations with foreign countries. 
The work of establishing joint venture enterprises with foreign countries has 
been started, and new progress has been made in the import of foreign capital, 
technology, and facilities. Some Sino-foreign venture enterprises, enterprises 
based on joint operations, and rental operations are developing. Last year, 

36 contracts valued at $50.55 million were signed in the city on using foreign 
capital, an increase of 110 percent over 1984. Technology and facilities 
valued at $58.37 million were imported. Foreign trade and economic and 
technological cooperation constantly expanded. They have now become important 
pillars of the economic development of our city. 


With regard to tourism, our city has achieved better results in strengthening 
management, improving service quality, and increasing economic results. Last 
year we received tourists from 36 countries and the Hong Kong and Macao 
regions. The number of tourists increased by 29.9 percent over 1984. Incomes 
from tourism increased by 81.5 percent over 1984. Tourism as an “invisible 
trade" has played a positive role in our city's economic development. 


/4. The progress of urban and rural construction was accelerated, and city 
management improved. / 





To build our city into an open and multifunctional key city, we grasped urban 
planning, construction, and management as an important task. We adopted a 
series of measures aimed at enhancing ideological understanding, strengthening 
organizational work and leadership, straightening out the management system, 
increasing material input, perfecting management rules and regulations, im- 
proving the contingent of urban administration, and so on, so that new progress 
was made in urban construction and urban management. 
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With regard to road transportation and construction, we upheld the principle 
of paying equa] attention to road construction and transportation management, 
so that city transportation could be improved. Last year we completed the 
projects of the Niujiaotuo overpass, Zhongshan branch road, Eling tunnel, 
Lingjiangmen pedestrian bridge, and Kaixuan Road elevator. We also completed 
the project of repaving the Tuwan section of Jialing Road. In the meantime, 
we strengthened transportation management and made full use of the existing 
roads. We turned several key roads in the city proper into one way roads to 
ensure the cyclic flow of vehicles. In so doing, the long-standing problem 

of traffic jams in Niujiaotuo, Shangqingsi, Lianglukou, Daping areas, and 

so forth could be solved. We increased our city's passenger transport 
capacity, and bought 188 buses and tramcars and more than 200 taxis. All this 
created conditions for solving the difficulty of the masses in "travelling 

by public transportation." In the city, we widened 1,281 kilometers of roads 
and repaved 490 kilometers of roads. We also did a lot of work in postal and 
telecommunications construction. We enhanced our postal and telecommunication 
capability, improved working methods, and expanded services. We erected tele- 
communication lines linking 14 large- and medium-size cities. The backwardness 
in our telecommunications is being improved. 


With regard to residential building construction and water supply in the city, 
last year we completed the projects of building residential houses covering a 
floorpsace of 1.63 million square meters, and of repairing and rebuilding resi- 
dential houses covering a floor space of 68,700 square meters. More than 
30,000 families moved into new houses, and housing conditions for some of our 
residents have been improved. We built and rebuilt houses in the rural areas 
covering a floor space of 6.32 million square meters. Some 100,000 peasant 
households moved into new houses. Last year was a year in which we improved 
living conditions of peasants more markedly. Last year we built and rebuilt 
five small town and township waterworks and completed the project of linking 
the Jiangbei waterworks with the Jiangling machinery plant by waterpipes 
provided by the plant. This increased the water supply capacity in Guanyingiao 
area by 15,000 tons and improved water supply conditions of some town and town- 
ship residents. The project of gas supply for residents has continued to 
develop. The number of households which have gas supply increased by 60,000 

in the year. Now there are 270,000 households in the city that have gas 


supply. 


With regard to environmental protection work, we worked out specific plans for 
implementing the resolution adopted by the 3d session of the 10th City People's 
Congress. The problem of environmental protection is being tackled in a com- 
prehensive way. The project of reforming boilers with a capacity of more than 
one ton in the city was basically completed. Some 13 factories with a serious 
pollution problem in the central district of the city have moved to other 
places or switched their production. The problems in the 47 seriously 
polluted spots have been solved. We helped more than 400 enterprises solve 
their problem of industrial noise pollution. Traffic noise pollution on the 
main streets in the city has been initially controlled. We also speeded up 
the progress in building more gardens and making places green by planting more 
trees. We newly built 121 small gardens and green places, and rebuilt dirt 
roads in small lanes covering an area of 320,000 square meters. All this 
played a positive role in improving our city's environmental quality. 


24 








Our city is divided into 14 districts. With regard to urban planning work, 
seven districts have worked out their plans. The county town plans have also 
been completed by 12 counties. All this strengthened the guidance and 
management over rural construction and speeded up the progress in reforming 
the old areas and the construction in the new areas. Last year in the old 
areas we rebuilt houses with a total floorspace of 80,000 square meters. In 
the new areas, we built houses with total floorpsace of 280,000 square meters. 
Construction projects in Daping, Yaoziqiu, on the northern side of the river, 
and two small areas in Nanping have been initially developed. The projects 
for building an industrial products trading center and the building of cooper- 
ation between four provinces, five regions, and four parties have started 

one after another. The key projects in building a civil airport on the 
northern side of the river and of Shimen Bridge over the Jialing Jiang, 

which started last year, have been progressing very rapidly. The quality of 
the projects has been up to standard. With the completion of these projects, 
greater changes will take place in our city. 


While making more efforts in urban planning and construction, we have 
strengthened urban management, readjusted and consolidated urban management 
organizations, and established a leadership system which links city govern- 
ment with various districts. We have established a three-level urban manage- 
ment system which integrates city government with districts and neighborhood 
committees, with the emphasis on the management of the city government. We 
have strengthend the work of executing the law on urban management, and promul- 
gated rules and regulations of "three forbids" governing city appearance and 
sanitation, and "five forbids" on taking buses and ships. We have also 
extensively urged the masses to implement the responsibility system of "three 
assigned tasks" in front of the door of each household. Through the activi- 
ties of improving city sanitation, traffic order, and street markers, banning 
illegal street peddlers, and cracking down upon speculation, smuggling, and 
illegal business, the situation of dirt, chaos, and inefficiency in the city 
has been initially improved. 


/5. We achieved new development in scientific, technical, cultural and 
educational undertakings, and further strengthened the building of spiritual 
civilization. / 


In the process of reforming our scientific and technical system, we have 

made new progress in making scientific research and technological development 
serve economic construction and in promoting integration between scientific 
research and production. Units at the city level completed 208 key scientific 
research projects. The whole city earned 33 national-level prizes for 
scientific and techn. ..gical progress, and 8 invention prizes presented by the 
state. The use rate of our scientific and technological achievements was as 
high as 80 percent or so. All these are our unprecedented achievements. The 
technology market is developing. Some 177 scientific and technological 
development and exchange centers and technical management institutions have 
been set up throughout the city. We carried out technological exchange 
activities on 35 occasions. Some 1,148 agreements with a business volume of 
more than 80 million yuan were reached. Some scientific and technical achieve- 
ments have begun to enter the international market, and have enjoyed prestige 
abroad. 














Our reform of the educational system is developing profoundly, and our basic 
education has been strengthened. Our city has now basically accomplished 

the historical task of making primary education universal. The reform in the 
structure of secondary education has further developed. The number of new 
students recruited by vocational secondary schools, special secondary schools, 
and technical secondary schools accounts for 40 percent of the total number 

of new students recruited by senior secondary schools. The situation of a 
unitary structure in our secondary education has been initially changed. Our 
educational quality has been widely enhanced. Our education has enabled our 
secondary and primary school students to develep morally, intellectually, and 
physically. More than 100,000 three-good and excellent students have been 
praised by the city, prefectures, and counties, and some 575,000 primary and 
secondary school students have attained the standard of physical training set 
by the state. In addition, 5,387 students were admitted to various universi- 
ties and colleges. In accordance with the demands set by the state, our 
educational funds increased in two ways. Last year, 201.74 million yuan was 
spent on various educational investments, an increase of 39.7 percent over 1984. 
This percentage was higher than the margin of increase of regular financial 
revenue. Over the past 2 years, we raised educational funds through various 
channels in order to improve the conditions for running schools. We scored 
great success in this regard. We raised funds totalling 77.63 million yuan for 
the schools in urban and rural areas, built and rebuilt school buildings 
covering a floorspace of 627,000 square meters, and repaired school buildings 
covering a floorspace of 1.09 million square meters. The number of students 
and postgraduate students studying in various universities and colleges and 
adult educational institutions has increased. Teaching work and ideological 
and educational work have been strengthened. The task of providing staff mem- 
bers and workers with additional courses to enhance their educatimal level has 
been basically completed. All this has played an important role in training 
talented personnel urgently needed by our city and improving the quality of the 
broad masses of workers and staff members. 





Departments in charge of culture, art, broadcasting, television, the press, 
and publications played an active role in the building of spiritual civiliza- 
tion. Last year, 42 literature and art works won awards from the state and 
province. Cultural centers in various towns, townships, and subdistricts 

of our city have widely carried out cultural activities for the masses. They 
have become a forward position in the building of spiritual civilization. 
Qijiang County has been named "home of peasants' prints" by the province. A 
lot of prints were exhibited in San Francisco in the United States on invita- 
tion. Some 96.6 percent of the residents of our city was provided with broad- 
casting service, whereas the percentage of people provided with television 
service had increased from 30 percent in 1984 to 77 percent in 1985. We pub- 
lished 580 kinds of books and 194 kinds of magazines. We have formulated 
regulations for them so that art and literature could give play to their social 
benefit and serve the building of spiritual civilization. 


We continuously improved medical and public health work, and extensively 
carried out medical and health protection work. Last year we provided more 
than 1 million staff members and workers with health checkups, and prepared 
files on them. We provided free medical checkups for 94,000 deaf and dumb and 
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other handicapped persons. We gave medical checkups to 610,000 women suffer- 
ing from female disorders. We strengthened food hygiene and control over 
medicines. We destroyed more than 400,000 boxes of fake medicines, and 120,000 
kilos of fake and inferior Chinese medicines. We also eliminated 240 kinds 

of other medicines. We achieved marked results in family planning work. Last 
year, the natural growth rate of the population in our city was 0.661 percent, 
and our city was chosen as an advanced collective in family planning work in 
the country. 


Physical culture and sports constantly developed, and sports activities of the 
masses were increasingly enlivened. Some 812 sports associations were set up 
in various factories, mines, and enterprises throughout the city, and more 
than 700,000 staff members and workers took part in sports activities. We 
held sports meet for youngsters for the first time since the founding of the 
people's republic. We also held sports meets for the aged, for peasants, and 
for the handicapped. At the first provincial workers’ sports meet, 

Chongqing City won the team title. In the national games, our city won 12 
champions, 15 second places, and 12 third places. The Chongqing Women's 
Volleyball Team has been promoted to play in the first division of the nation. 


In the building of spiritual civilization, we paid attention to strengthening 
ideological building. Through education in situation and the four basic 
principles, and widely carrying out the activities of "five stresses, four 
beauties and three loves," and the activities of learning from heroes and model 
workers, we succeeded in arousing the revolutionary enthusiasm of the broad 
masses of cadres and people in taking part in reform and devoting themselves to 
the four modernizations. We further strengthened the building of our state 
power and legal system, and strictly and promptly cracked down upon criminal 
elements and severe economic criminal elements. All this promoted the improve- 
ment of our social order and consolidated and developed the political situation 
of stability and unity. 


Over the past year, we made new achievements in the work of civil administra- 
tion, foreign affairs, nationality, religion, overseas Chinese affairs, 
people's militia, civil air defense, and so on. We also made positive con- 
tributions to the building of the two civilizations. 


While fully affirming our achievements, we should soberly realize that under 
the present favorable situation, there are still some problems and difficul- 
ties in our work. They are mainly reflected in the following: There are 

still unstable factors in our city's economic life. The supply of energy, 
funds, and raw and processed materials are severely insufficient, electric 
power supply in particular. All this has seriously hampered the development of 
production. The situation of poor economic results has not yet been completely 
changed. Our agricultural foundation is comparatively weak and our capability 
to combat natural calamities is not powerful enough. The development of our 
rural commodity economy is comparatively slow, the work of land management is 
weak, and the situation of occupying and using cultivated land arbitrarily is 
fairly serious. Basic facilities in our city have been improved in recent 
years. However, due to the fact that what we did was completely insufficient 
in the past, our present facilities of city transportation, telecommunications, 
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and water supply are still backward. The problem of dangerous buildings, 
cliffs, and landslides has not yet been effectively tackled. There are still 
many potential unsafe factors. All this has affected the multifunctional 

role of our city to a certain extent. Although financial revenue has increased 
by a big margin, the situation of expenditure exceeding income and an im- 
balance between revenue and expenditure because of the rise in expenditure 
still exists. Therefore, we will be hard up financially. Some of the work 
which should be done remains undone because of this. In the meantime, due to 
the fact that our organizations are too large in size and that they are over- 
staffed, the work relations among various organizations have not yet been 
straightened out. Very often, they argue back and forth. Their work progresses 
very slowly with very low efficiency. We should fully realize these problems 
and continue to carry forward the spirit of reform. We should truly adopt 
effective measures and follow them in a down-to-earth manner. Through pro- 
tracted efforts exerted now and in the future, we should be able to solve in a 
better way the problems that have accumulated in our city in many years in the 
past. We believe that with people of the whole city making their concerted 
efforts, working of one mind, uniting as one, and contributing their wisdom 

and strength, we will certainly be able to overcome difficulties on the road of 
advance and win new victory in reform and economic construction. 


The Main Tasks of 1986 


We know that 1986 is the first year of the Seventh 5-Year Plan. The period 

of the Seventh 5-Year Plan is a crucial period of the economic structural 
reform and economic development of our city. It is a matter of particular 
significance to follow a down-to-earth manner in doing our work in the future 

5 years in order to reinvigorate (hongging's economy and give play to its role 
as the economic center at the upper reaches of the Chang Jiang. Premier Zhao's 
"Report on the Seventh 5-Year Plan" and his reported entitled "the Seventh 
5-Year Plan Marks National Economic and Social Development" are magnificent 
programs for reform and construction and great plans for grasping simul- 
taneously the building of the two civilizations. According to strategic 
objectives and arrangements made by the state for the Seventh 5-Year Plan, 

our city's basic tasks for developing our economy and society during the 

period of the Seventh 5-Year Plan are: We should give first priority to reform, 
firmly and unswervingly promote urban and rural reform, and lay a foundation 
for the establishment of an economic system which is full of vigor and vitality. 
We should maintain proper speed for economic development, stick to the path 

of expanding reproduction by intension, strengthen basic industries, reform 
traditional industries, develop new industries, promote economic progress, do 
well in the development of intellectual resources, and strengthen economic 
power, in order that we can prepare staying power for economic reinvigoration 
in the 1990's. We should further implement the policy of opening up to the 
outside world, vigorously develop lateral economic cooperation, and enhance the 
attraction, radiating power [fu she li 6553 1410 0500], and the capability of 
earning foreign exchange of our city. We should adhere to the principle of 
simultaneously the building of the two civilizations, and make efforts 

to strengthen the building of spiritual civilization. On the basis of 
developing production, we should continue to enhance the living standard of 

the urban and rural people. Through the reform and construction carried out 
during the period of the Seventh 5-Year Plan, we should lay a good foundation 
for building our city into an open, multifunctional and socialist modern city. 
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During the Seventh 5-Year Plan, our main economic targets are: By 1990 we 
should achieve an average annual increase of 8.5 percent in gross social 
output value and an average increase of 8 percent in gross industrial and 
agricultural output value. The current average annual growth of gross indus- 
trial output value is 8.5 percent whereas the average annual growth of gross 
agricultural output value is 6.3 percent. The average annual growth rate of 
our GNP is 8.7 percent, average annual growth rate of national income is 8 
percent, and our average annual growth rate of financial revenue is 7.6 per- 
cent. With the fulfillment of the above-mentioned targets, our main comprehen- 
sive economic index will increase by 150 percent over 1990. At that time, our 
various economic relations will be further straightened out, and our produc- 
tion set-ups and the organizational structure of our enterprises will be mar- 
kedly improved. Our production and technical level and economic results will 
be significantly enhanced. Our economic power will be greatly increased.’ New 
changes will take place in the basic facilities of our city and its appearance. 
Our city government has worked out a draft plan for the implementation of 

the Seventh 5-Year Plan in our city in light of these economic targets. I 
hope that our fellow delegates will air their opinions in order to amend it. 
The draft plan will be submitted to the next meeting of the city people's 
congress for examination and approval. 


To attain the targets of struggle for the period of the Seventh 5-Year Plan, 
we should fight well the first battle of the Seventh 5-Year Plan so that we 
will have a good start for various work this year. We should conscientiously 
implement the spirit of the national conference of party delegates and the 
Fourth Session of the Sixth NPC. In accordance with the guiding principle of 
"consolidating, digesting, supplementing, and improving," we should guide 
reform so that it develops in depth. We should further invigorate enterprises 
and extensively promote the integration of urban and rural areas. With the 
emphasis on economic construction, we should continue to readjust our produc- 
tion set-ups and product mix, firmly grasp technological reform, and enhance 
our capability of promoting export in order to earn more foreign exchange. 

We should truly do well in organizing production and circulation so that our 
city's economy will develop in a stable and coordinated way. We should firmly 
grasp the projects aimed at expanding our city's facilities and other key 
projects, develop the tertiary industry, vigorously strengthen the building of 
spiritual civilization, and effect a marked turn for the better in the general 
mood of society and social order. On the basis of developing production, we 
should continue to improve the living standard of the urban and rural people 
and consolidate and develop the present favorable situation of stability and 
unity. The main objectives of our economic development for 1986 are: Our 
gross social output value will increase by 8 percent over 1985 and reach 21.6 
billion yuan, while our gross industrial and agricultural output value will 
increase by 7.5 percent and reach 18.7 billion yuan. Our GNP will increase 

by 8.5 percent to 10.8 billion yuan, and our national inceme will increase by 
8 percent to 9.1 billion yuan. Local investment in fixed assets will reach 
951 million yuan, which is the same as last year's level. Retail sales volume 
of social commodities will increase by 12 percent and reach 5.86 billion yuan. 
Our financial revenue will reach 1.981 billion yuan. 
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Five months have passed since the beginning of the year. During the first 
quarter of this year, the industrial sector failed to accomplish its produc- 
tion plan effectively due to severe shortage of power supply. In light of the 
problems occurring in industrial production, we concentrated our efforts on 
strengthening the organization and guidance over production. We adopted a 
number of effective measures in the fields of energy, funds, and raw and 
processed materials to mobilize the masses and overcome difficulties so that 
production in April and May would gradually rise again. However, in mid-May, 

a strong wind which has rarely occurred in history blew in our city. Severe 
natural calamities such as rainstorms and hailstones caused great damage to 

the lives and property of our people and to industrial and agricultural produc- 
tion. All this has caused very great difficulties in the fulfillment of this 
year's economic plan. Therefore, we will face very stremous tasks in the 

7 months to come. This will be a severe test for us. Im the face of difficul- 
ties, we should get a clear understanding of the situation, strengthen our 
confidence, struggle hard, rely on our efforts, make efforts to overcome 
various difficulties, do everything possible to promote production, ensure the 
completion of the 1986 economic plan, and strive to win a complete victory in 
production, construction, and the struggle to combat natural calamities. 


To fulfill this year's targets of struggle, we will strive together with people 
of the whole city to do the work in the following aspects: 


/1. We should further enliven production and circulation so that our economy 
develops in a sustained, stable, and coordinated way./ 


The months to come are a crucial period for accomplishing the tasks of indus- 
trial and agricultural production. We should strengthen our sense of urgency 
and responsibility and take opportune time to resolutely fulfill the 1986 
economic plan. Only by making efforts to develop production, enhance economic 
results, and increase financial revenue can we do other things more easily. 
Therefore, while persisting in the principle of placing the emphasis on 
economic construction, we should fully arouse the enthusiasm of various quar- 
ters, continue to enliven the economy, and promote the development of various 
undertakings. 


A. The agricultural sector should ensure the stable increase of grain produc- 
tion and develop a diversified economy in light of local conditions. 


Constantly strengthening agriculture--a foundation of our national economy-- 
is an important strategic guiding principle for our country's modernization 
program. In accordance with the arrangements made by the CPC Central Commit- 
tee and the State Council for rural work in 1986, we should conscientiously 
implement various economic policies, profoundly carry out rural reform, im- 
prove conditions for agricultural production, and organize service well before 
and after production. We should promote sustained, stable and coordinated 
development of the rural economy and do everything possible to attain this 
year's targets for total grain output of 5.5 billion kilos, total agricultural 
output value of 4.3 billion yuan, output value of township and town enter- 
prises of 3.2 billion yuan, and per capita income of peasants of 40 yuan. 
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We should further expand the economic management power of prefectures and 
counties, gradually perfect the financial structure of prefectures and coun- 
ties, and enhance their overall control of the economic situation. We should 
conduct well comprehensive experiments in reform in Baxian, Yongchuan, 
Hechuan, and Changshou counties. We should explore new paths and new methods 
for integrating urban and rural areas and combining industry and agriculture, 
so that they can play a better guidance role in reform than the past. We 
should continue to uphold the cooperation between urban and rural areas, 
fuliy integrate them, and do well in making overall arrangements. We should 
promote overall development of the urban and rural economy, further open up 
urban and rural areas, expand the wholesale market for agricultural and side- 
line products, trading warehouses, and the agricultural and sideline product 
transaction market, and promote commodity exchanges between urban and rural 
areas. We should develop various kinds of cooperation between agriculture 
and industry, between agriculture and commerce, and between agriculture, in- 
dustry, and commerce. We should organize urban industrial sectors to extend 
their products to prefectural and county industry and town and township indus- 
try. We should transfer scientific and technical achievements, encourage 
technological personnel in the urban area to move to rural areas, organize 
scientific and technological personnel to go to the countryside, and provide 
consultancy services to promote the development of an increasingly pros- 
perous rural economy. 


We should continue to firmly grasp grain production. Grain production is a 
matter of primary importance which is directly connected with the livelihood 
of the urban and rural people. We should on no account slacken our efforts to 
grasp it. The acreage under grain this year should be retained at 17.3 million 
mu. We should rely on science, popularize improved varieties of grain, and 
raise per unit area yield and total output to ensure the stable growth of 
grain output. We should strengthen the management of land, ban the practice 
of occupying and using cultivated land arbitrarily, lighten the burden on 
peasants, prohibit irrational apportion of work, and properly increase invest- 
ment in agriculture. We should strengthen the construction and management of 
water conservancy works, enhance our ability to combat natural calamities, 
and wrest a good harvest amid combating natural calamities. The places which 
are severely affected by natural calamities should particularly do this. We 
should carry forward the spirit of self-reliance and self-relief through pro- 
duction. We should organize the masses to restore production, rebuild their 
homeland, and combat natural calamities. All trades and services should 
strengthen their work to support agriculture and ensure the supply of means 
of production and means of subsistence needed in the rural area. We should 
do well in providing services before and after production, and gradually 
establish a rural service system. We should truly do well in the work of 
placing order for grain based on contracts to ensure the fulfillment of grain 
purchase quotas of 600 million kilos set in contracts. In the meantime, we 
should enliven grain circulation, do well in processing grain, and arouse 
peasants’ enthusiasm for grain production. 


We should implement a guiding principle of giving play to our strong points 
in light of local conditions, catering to market demand, serving the urban 
area, and making the rural area rich. Under the prerequisite of ensuring 
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stable growth of grain, maintaining per capita grain output of 500 kilos in 
the rural area and per capita grain ration of 400 kilos in the urban area, 

we should carry out the readjustment of production set-ups in a planned way 
and step by step. We should establish various kinds of commodity production 
bases with the emphasis on key production items and superior products. We 
should vigorously develop animal husbandry, the fruit industry, the aquatic 
products industry, and the production of other agricultural and sideline 
products and local products. We should develop live pig raising undertakings 
in a stable way and take active measures to raise pigs which produce lean meat. 
We should raise 12 million live pigs in the year, and 7 million pigs should be 
removed from inventory. Some 30 percent of the pigs can produce lean meat. 

We shoulc increase the output of milk, eggs, fish, cows, sheep, rabbits, and 
poultry. We should give play to our strong points in the production of 
Oranges, taugerines, and mulberries, enhance economic results, and strengthen 
our competitiveness on both the domestic and foreign market. Taking tree ° 
planting as a base, we should do well in afforestation and protecting the 
natural resources of forest. We should implement the "forestry law" and 
strictly ban acts of chopping and cutting trees arbitrarily. 


We should grasp vegetable production well and implement a guiding principle 
of relying mainly on the suburbs, while making outer suburbs subsidiary. 
Supply from other cities and regions should also be taken into consideration. 
We should stabilize acreage under vegetables in the production bases, and 
actively develop the subsidiary production bases of vegetables for commercial 
use. We should also establish connections with other sources of vegetable sup- 
ply. The total output of vegetables of the whole year will reach 500 million 
kilos. We should increase the facilities of vegetable production bases and 
govern well the costs of vegetable production. Intensive production is 
needed in order to enhance production output and increase varieties. We 
should actively produce more high-quality vegetables and ensure a balanced 
supply during the peak period and slack season. Vegetable supply to our 

city should be guaranteed. 


Developing town and township enterprises is the only way to invigorate the 
rural economy. We should strengthen enterprise management and do well in tech- 
nological reform and enhancing our administrative and management level, with 
the emphasis on increasing our economic results and our product quality. We 
should mainly rely on households or villages to run town and township enter- 
prises. They can also be jointly run by households and villages. The main 
emphasis of development should be placed on the processing industry for agri- 
cultural goods, and service trades before and after production. In localities 
where conditions exist, we should actively develop small hydropower stations, 
thermal power plants, small mining industry, and the building materials indus- 
try. We should also develop a [?] industry which is linked to big indus- 
try and serves export trade and the production of small commodities which are 
needed by people in their daily lives. We should give full play to our city's 
strong point in abundant sources of labor force. We should organize the ex- 
port of labor force in a planned way so that it can serve our production, 
construction, and life. Governments at all levels should strengthen their 
guidance over town and township enterprises, help them solve practical 
difficulties, and promote their healthy development. While encouraging some 
portions of people to get rich first, we should truly help poor areas and areas 
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inhabited by minority nationalities, fully make use of their local resources, 
and embark on the path of relying on their own efforts, developing production, 
and improving their livelihood so that they can change their backwardness in 
economy and culture more rapidly. 


B. We should truly ensure sustained and stable growth of industrial produc- 
tion with the emphasis on enhancing economic results. 


Industry is a principal part of our city's economy. We should fully mobilize 
the masses, adopt forceful measures, and make efforts to promote our produc- 
tion well so that our gross industrial output value of the whole year will reach 
14.4 billion yuan, an increase of 8 percent over 1985. Our volume of goods 
transported will increase by 6 percent, and total volume of our postal and 
telecommunications service will increase by 11.7 percent. 


We should grasp the key link of enlivening enterprises and truly strengthen 
enterprise management. Those enterprises whose management basis is weak 
should be determined to firmly grasp fundamental work and improve rules and 
regulations regarding management. Various types of work should be governed by 
management rules and regulations so that management work will be standardized 
and placed on a scientific basis. They should truly change the chaotic situa- 
tion in management. Those enterprises whose management basis is solid 

should gradually march toward the modernization of management. They should 
actively foliow modern managerent methods with an erwphasis on all-round 
planned management, all-round quality control, and all-round business account- 
ing. We should conduct well experiments in the modern management of large 

and medium enterprises, so that some of our enterprises will attain the stan- 
dards of enterprises of the first, second, and their grades set by the state. 
Various economic management departments should strengthen and improve macro- 
scopic control and give play to the role of economic levers. They should 
learn indirect management methods and actively create conditions for enlivening 
the enterprises, so that the quality of enterprises will be markedly improved. 


We should vigorously grasp the control and supervision over production quality 
and make efforts to enhance the quality and function of products. We should 
realize that low product quality and poor economic results are fatal weaknesses 
of our city's industry. We should continue to uphold the principle of 
"attaching primary importance to quality," and truly enforce "regulations on 
responsibility for the quality of industrial products" promulgated by the 

State Council. We should improve our system which guarantees our product 
quality and advise a full set of effective methods for encouraging high- 
quality products and restricting poor quality products. We are not allowed 

to blindly seek speed at the expense of economic results. Poor quality 
products should not be allowed to enter the market. We should make use of 
policies and systems to ensure that enterprises can readjust their production 
set-ups and product mix, so that they actively develop new products, make use 
of the market mechanism, work out a correct business policy, and rely on 
product quality to open up and occupy the market. This year more than 90 per- 
cent of the products manufactured by our city should have a stable quality, and 
20 percent of our products should have superior quality. Some of our products 
should be manufactured in accordance with international standards. We 

should strive to create name brands and manufacture high quality products. 
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Over 90 percent of enterprises under city government should gain certificates 
which define their grades based on production output and quality. 


We should actively apply advanced technology and make use of advanced facili- 
ties, and reform the existing enterprises in a planned way. Technological 
reform should be carried out in a planned way and step by step in order of 
importance and urgency. The emphasis of technological reform should be 
placed on basic industries, especially the energy industry, transportation, 
and the raw and processed materials industry. While carrying out the 

work aimed at promoting technological progress, we should strengthen the 
implementation of the responsibility system for the projects concerned and 
digestion and assimilation of imported items, so that they will yield their 
investment results as early as possible. Enterprises under city government 
should accomplish their task of making investment in technological reform 
valued at 400 million yuan. Some 500 items of technological reform should be 
completed with priority given to 100 items such as technology for producing 
washing machines, jet looms, Tianfu Kele soft drink, margarine, and so on. 
While digesting and assimilating imported technology and facilities, our 
emphasis should be placed on main products such as color television sets, 
refrigerators, minicars, and so on. We should work hard so that these products 
can be locally produced within a period of 2 to 3 years. In the meantime, 

we should actively support the technological reform of industries run by pre- 
fectures and counties and speed up their industrial development. Military 
industrial enterprises should be firm and unshakable in switching to the pro- 
duction of civil products, and make a new step in this respect. They should 
give full play to their strong points in technology and equipment, and vigor- 
ously develop new civilian products which are marketable. This year they 
should strive to raise the production output value of their civil products to 
1.2 billion yuan, an increase of 27 percent over 1985. Town and township 
collective industry is an important component part of our city’s industry. We 
should conscientiously implement the policy on the collective economy. In 
accordance with the peculiarity of the collective economy, we should support 
the development of the second light industry, neighborhood industry, and 
other collective industry. 


We should truly strengthen the command system of production and meticulously 
Organize and guide production. At present our emphasis should be placed on 
the balanced supply of energy, funds, and raw materials in order to meet the 
demands of production. Financial and banking departments should firmly grasp 
the problem of defaults in payment made by enterprises. They should do well 
the work of raising funds and smoothing out the channels of capital circula- 
tion, and help enterprises solve their practical difficulties. We should per- 
sist in using electricity rationally and in a planned way, and in economizing 
on it. Electric power departments should fully tap their potential and strive 
to generate and supply more electricity. The first generating unit of the 
expansion project of the Chongqing Power Plant should go into production and 
generate power by 1 July of this year so that the tense situation in power 
supply can be eased. The supplies of energy, funds, and raw materials should 
be based on the marketability of products and economic results so that the 
comprehensive economic results of the whole city can be enhanced. All enter- 
prises should speed up the readjustment of product mix, increase the output 
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of marketable products, do well in the sales of products, use less funds, 
accelerate capital turnover, enhance the use rate of funds, and make use of 
their limited funds in an effective and vivid way. We should firmly grasp 
the work of economizing on raw materials and fuel, and do everything possible 
to reduce their consumption. We should strive to reduce production costs and 
losses and increase profits. All trades and services should do well in pro- 
duction safety and prevent the occurrence of major accidents. Leading 
cadres at all levels should inspire their spirit, improve their workstyle, 

go right to the front line of production, and follow a down-to-earth wanner 
to help enterprises solve practical problems occurring in production. A 
strict distinction must be made between normal contacts aimed at erlivening 
the economy and unhealthy trends in order to protect the enthusiasm of oper- 
ators and professional workers. We should truly strengthen ideological, 
political work, and mobilize the broad masses of workers and staff members to 
carry out a socialist labor emulation campaign so that they work as the 
masters of their own enterprises, overcome various difficulties, do everything 
possible to accomplish this year's production tasks, and make greater ccntri- 
butions to socialist modernization. 


C. We should continue to enliven commodity circulation, and further make urban 
and rural economy prosperous. 


Enlivening commodity circulation -s an important aspect in giving play to the 
multifunctional role of a key city. We should continue to open up various chan- 
nels of circulation, explore new commercial methods, and develop lateral 
econmic links. We should make efforts to open up the market and expand the 
service and the scope of consumption field in order to promote the development 
of urban and rural economy. This year the total sales volume of social commo- 
dities of the city should increase by 12 percent over last year. Net purchase 
and sales volume of state-operuted commercial units and supply and marketing 
cooperatives should respectively increase by 4 percent and 5 percent over 

last year. 


In recent years our city has achieved marked results in reforming its circula- 
tion system. A muitichannel and multilayered circulation network, which links 
urban areas with r«ral areas, has been initially formed. On the basis of 
achievements we made in the past, we should continue to enliven commodity cir- 
culation with the emphasis on opening up new circulation channels and develop- 
ing new commercial forms so that a new breakthrough will be made in the reform 
of the circulation field. In accordance with the objective law governing 
commodity circulation and the principle of fostering strengths and circumvent- 
ing weaknesses, voluntary participation and mutual benefit, and common 
development, we should conduct experiments in developing commercial forms of 
combining industry with commerce with the emphasis on the cooperation between 
enterprises and their joint operation. We should also develop on a trial 

basis transdepartmental industrial and commercial groups based on main 
products, transregional commercial institutions based on joint operations, and 
retail enterprises based on cooperation between commercial units in order to 
promote the profound development of economic cooperation in commerce. We 
should continue to run well various kinds of trading centers so that they will 
constantly be consolidated and developed. Commercial departments should adopt 
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of marketable products, do well in the sales of products, use less funds, 
accelerate capital turnover, enhance the use rate of funds, and make use of 
their limited funds in an effective and vivid way. We should firmly grasp 
the work of economizing on raw materials and fuel, and do everything possible 
to reduce their consumption. We should strive to reduce production costs and 
losses and increase profits. All trades and services should do well in pro- 
duction safety and prevent the occurrence of major accidents. Leading 

cadres at all levels should inspire their spirit, improve their workstyle, 

go right to the front line of production, and follow a down-to-earth manner 
to help enterprises solve practical problems occurring in production. A 
strict distinction must be made between normal contacts aimed at enlivening 
the economy and unhealthy trends in order to protect the enthusiasm of oper- 
ators and professional workers. We should truly strengthen ideological, 
political work, and mobilize the broad masses of workers and staff members to 
carry out a socialist labor emulation campaign so that they work as the 
masters of their own enterprises, overcome various difficulties, do everything 
possible to accomplish this year's production tasks, and make greater contri- 
butions to socialist modernization. 


C. We should continue to enliven commodity circulation, and further make urban 
and rural economy prosperous. 


Enlivening commodity circulation is an important aspect in giving play to the 
multifunctional role of a key city. We should continue to open up various chan- 
nels of circulation, explore new commercial methods, and develop lateral 
econmic links. We should make efforts to open up the market and expand the 
service and the scope of consumption field in order to promote the development 
of urban and rural economy. This year the total sales volume of social commo- 
dities of the city should increase by 12 percent over last year. Net purchase 
and sales volume of state-operated commercial units and supply and marketing 
cooperatives should respectively increase by 4 percent and 5 percent over 

last year. 


In recent years our city has achieved marked results in reforming its circula- 
tion system. A multichannel and multilayered circulation network, which links 
urban areas with rural areas, has been initially formed. On the basis of 
achievements we made in the past, we should continue to enliven commodity cir- 
culation with the emphasis on opening up new circulation channels and develop- 
ing new commercial forms so that a new breakthrough will be made in the reform 
of the circulation fieid. In accordance with the objective law governing 
commodity circulation and the principle of fostering strengths and circumvent- 
ing weaknesses, voluntary participation and mutual benefit, and common 
development, we should conduct experiments in developing commercial forms of 
combining industry with commerce with the emphasis on the cooperation between 
enterprises and their joint operation. We should also develop on a trial 

basis transdepartmental industrial and commercial groups based on main 
products, transregional commercial institutions based on joint operations, and 
retail enterprises based on cooperation between commercial units in order to 
promote the profound development of economic cooperation in commerce. We 
should continue to run well various kinds of trading centers so that they will 
constantly be consolidated and developed. Commercial departments should adopt 
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a notion of serving production, whereas production enterprises should have a 
concept of the market. They should make concerted efforts to smooth out rela- 
tions between production and sales, between production and marketing channels, 
adopt various effective forms, open up market for local products, and 
strengthen multifunctional role of our key city. 


We should give full play to the leading role of state-operated commercial 
institutions and truly do well in arranging the urban and rural market. State- 
operated commercial institutions and supply and marketing cooperatives should 
give play to their role as main channels under the new circulation system, 

take the initiative to participate in the market mechanism, and do well in 
making balanced arrangements for goods supply in peak periods and slack 
seasons and in helping supply each area's needs. We should exercise control 
over commodity prices on market and pay attention to the supply of main non- 
staple food which will affect the general situation of the market. 


State-operated commercial institutions should retain a certain percentage of 
the market sales of main non-staple foods such as vegetables, meat, eggs 

and so on. Market sales of about 50 percent of pork and 30 percent of 
vegetables should be handled by state-operated enterprises so that market 
supply can be guaranteed. We should do well in sending industrial goods to 
the rural area. Industrial goods which are needed by both urban and rural 
areas should, first of all, be sent to the rural area. In particular, we 
should do well in ensuring the supply of oil, and the means of agricultural 
production such as chemical fertilizers, farm chemicals, medium and small farm 
tools, and so on. The supply of these goods should not miss any farming season. 
We should adopt measures to increase the supply of small commodities and daily 
necessities needed by the people in their daily life in order to suit the 
needs of the masses. Commercial business units at all levels shovld attach 
primary importance to the improvement of service and the enhancement of ser- 
vice quality. These should be regarded as the main objective of the business 
of these enterprises. We should standardize and regularize civilized commer- 
cial activities, strengthen market control, and safeguard market order. We 
should resolutely ban the sale of imitations and inferior quality commodities 
and illegal activities which harm the interests of consumers such as deception, 
driving up prices, passing off sham as genuine, manipulating weight, tied sales 
of commodities, and so on, 


We should speed up the establishment of commercial service networks and urban 
and rural fairs. This year it is planned to increase the number of commercial 
service outlets in the city by 500, with the emphasis on solving the diffi- 
culties of the masses in the newly developed and sparsely populated areas in 
buying coal, grain, and meat. We should firmly grasp the building of urban 

and rural fairs. The newly built market, which will have sheds, will cover an 
area of 50,000 square meters, and the newly established fair will cover an area 
of 80,000 square meters. We will establish seven agricultural and sideline 
product wholesale markets in the suburbs, and actively develop a large agri- 
cultural trading market in Guanyinqiao located on the north bank of the river. 
We should grasp the building of commercial facilities, and complete, within this 
year, the Chongqing department store reconstruction project and the second- 
phase of the Shanggiao fruit storehouse project. We should firmly grasp the 
project of Nanping building for industrial goods trading center, and make 
efforts to expand the service functions of our city. 
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D. We should vigorously develop products for export, and make efforts to 
accomplish tasks in foreign trade. 


Developing economic and trade relations with foreign countries and enhancing 
our capability to earn more foreign exchange by expanding exports is an impor- 
tant aspect of fulfilling our national economic plan. Only by promoting 
foreign trade and exports can we have more room for economic development. 
Therefore, we should take the development of economic and trade relations 
with foreign countries as a key link in our city's economic work. We should 
strive to fulfill this year's export quota of $120 million, an increase of 

20 percent over 1985. We should further improve the foreign trade systen, 

and carry out more effective integration between production and sales, be- 
tween industry and trade, and between technology and trade. We should make 
efforts to improve product quality, rationally readjust the product mix, ac- 
tively improve production arrangements, and develop new products which are 
competitive on international markets. We should also establish stable export 
commodity bases, open up sales channels, improve services, and enhance economic 
results. 


The key to success in developing our city's foreign trade lies in producing 
new products for export and in enhancing the competitiveness of our existing 
commodities. Silk is one of our main export commodities. In accordance with 
market demand, we should make great efforts to change the product mix of our 
silk for export, and develop the export of pure silk products. We should im- 
port, as early as possible, advanced technology and facilities for after- 
treatment of silk in order to enhance our finishing capability. We should 
establish silk export bases which can meet the demands of the international 
market, and manufacture products in small batches of various varieties, de- 
signs, and colors. These bases will have a strong capability to meet the 
demands of the changing situation. We should give play to our city's strong 
points in machinery, and vigorously expand the export of electromechanical 
products so that they will become our city's key export products in foreign 
trade. We should strive to increase considerably foreign exchange earned from 
the export of electromechanical products. We should make full use of our 
city's abundant resources in agricultural and sideline products, local 
products, and livestock products. We should develop the export of agricul- 
tural and sideline products, and gradually establish export bases for agri- 
cultural products, local products, and small commodities of township and 
town enterprises. We should improve the quality of tea for export, expand 
the production of feather and down products, establish a supply system of 
oranges and tangerines for export, and export more frozen pork. In the mean- 
time, we should do well in the transportation of export commodities, expand 
economic and technical cooperation with foreign countries and the export of 
labor, make active use of foreign capital, import advanced technology, and 
establish Sino-foreign joint venture enterprises, so that our city will 
achieve greater development in its economic and trade relations with foreign 
countries. 


We should try in every possible way to open up international markets. On the 
basis of expanding the existing sales markets, we should make efforts to in- 
crease exports to developed nations. We should assign an important position 
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to the opening up of markets in Latin American, African, and Gulf countries. 
We should continue to develop trade with the Soviet Union and Eastern Europe, 
and set up a diversified export systen. 


We should effectively implement the relevant policies of encouraging exports 
and change the idea that more profits are earned through domestic sales than 
from exports. We should encourage enterprises to produce more high quality 
products for export, and enterprises engaged in foreign trade to promote sales 
and earn more foreign exchange. We should conscientiously implement the poli- 
cies and stipulations laid down by the State Council on drawback from export 
products, retention of foreign exchange, retention of 70 percent profits for 
enterprises concerned and 30 percent for the state in case of overfulfillment 
of quotas, reducing deficits, increasing profits, and rewards for export based 
on quotas set last year. In the meantime, we should implement the stipula- 
tions on “five priorities" with regard to export products. We should selec- 
tively speed up, in a planned way, technical reform of enterprises responsible 
for manufacturing export products. First priority should be given to them in 
terms of formulation of plans, use of foreign exchange, money supply in 
renminbi, transportation, and the supply of fuel. Through encouragement and 
support given to enterprises responsible for manufacturing products for export, 
we should enable staff members and workers who are engaged in earning more 
foreign exchange to gain more practical benefits. We should let more high quali- 
ty products compete on the international market so that they will make more 
contribution to the economic development of our city. 


/2. It is necessary to consolidate and expand the results of the reform and 
actively carry out new exploration in the reform. / 


The present situation in the reform is excellent, with the economic operational 
mechanism and the economic administrative structure undergoing a series of 
profound changes. One of the basic characteristics of the present economic 
structure is the coexistence of both the old and new structures. Having a 
correct understanding of the new circumstances and solving new problems emer- 
ging as the new structure replaces the old one are the key to ensuring the 
constance development of the reform in our city. We must implement in a down- 
to-earth manner the principle "consolidation, digestion, replenishment, and 
improvement" based on the achievements we. have made in the past 3 years of 
reform, conscientiously sum up experience, promote what is beneficial and 
abolish what is harmful, actively carry out new exploration in the reform, and 
make preparations for bigger strides in the coordinating reforms to be intro- 
duced in the next 2 years. 


A. It is necessary to vigorously promote lateral economic association. 
Lateral economic association is an objective necessity for the development 

of a planned commodity economy and a natural trend of socialized mass produc- 
tion. Various forms of economic association have developed to a certain 
degree in the reform of the economic structure in our city. At present, it is 
necessary to promote economic association and cooperation at multiple levels 
and in various forms among enterprises, between town and countryside, between 
departments, and between different areas, in accordance with the stipulation 
laid down by the State Council on the further enhancement of lateral economic 
association. 
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The association of enterprises is the basis and key link of lateral economic 
association. We must vigorously develop a wide range of ties, rather than a 
single form of ties, between raw material production and processing enter- 
prises, between military and civilian industrial enterprises, between enter- 
prises in towns and in the countryside, between productive enterprises on the 
one hand and scientific research institutes, colleges, and universities on 
the other, and among industrial, agricultural, and commercial enterprises. 

We must develop enterprise combines or groups of enterprises with large- and 
medium-sized enterprises as the backbone and with key products and name-brand 
products as the key link, and develop land, water, and air coordinated trans- 
portation and its management, with a view to establishing new types of conm- 
bined economic organizations. We must actively develop city-run as well as 
district- and county-run enterprises, and thus gradually shape a unified urban 
and rural economic and technological network. We must respect enterprises’ 
decisionmaking power in promoting lateral economic association, enthusiasti- 
cally support, guide, and promote development of economic association between 
enterprises, and protect the interests of all parties involved from being 
infringed upon by means of policies and legislation. 


It is necessary to further promote regional economic association and coopera- 
tion, continue to strengthen the extensive cooperation among Sichuan Province, 
Quizhou Province, Yunnan Province, Guapxxw Autonomous Region, and Chongqing 
City, and strive to make new progress in building cooperation projects based 
on the principle of mutual benefit. It is necessary to actively implement 

the strategy on economic development of the Chang Jiang valley put forth by 
the Economic Coordination Council for key cities along the Chang Jiang to 
expand the scope of cooperation, and thus promote the economic development of 
the Chang Jiang valley. At the same time, it is necessary to vigorously 
develop our city's economic ties and cooperation with other parts of the coun- 
try, especially with coastal areas, to expand economic cooperation with its 
neighboring areas within the province, and to ensure that the appropriate 
departments wil] do a good job in providing assistance to their counterparts 
in other areas. We must try our best to make sure that all signed agreements 
on cooperation projects will be implemented and will score good results. 


B. It is necessary to further invigorate enterprises, especially large- and 
medium-sized enterprises. We must resolutely implement the decision and regu- 
lations promulgated by the CPC Central Committee and the State Council on the 
expansion of enterprises’ decisionmaking power, conscientiously practice the 
system of separation between government administration and enterprise manage- 
ment, streamline the administrative setup, and delegate the appropriate power 
to enterprises. Those departments in charge must continue to have their roles 
changed, that is, reducing the scope of direct control while strengthening 
indirect control, thus assuming their major duties of overall planning, 
coordination, service, and supervision. We must practice the method of giving 
specific guidance according to different circumstances in different enter- 
prises, devoting special efforts to helping invigorate those large- and 
medium-sized enterprises which turn over to the state at least 5 million 

yuan of taxes and profits 2 year and those enterprises with greater potential 
for earning foreign exchange through export. As for those well-operated, 
large- and medium-sized enterprises which make greater contributions but 
retain less profits, it is necessary to appropriately reduce the rate of 
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regulatory taxes imposed on them and, in addition, raise the equipment depre- 
ciation rate for some of them which can afford a higher depreciation rate, so 
that the funds derived therefrom can be used to initiate technological 
transformation. It is necessary to reduce the unreasonable economic burden 
on enterprises, and sort out and terminate all unreasonable charges. It is 
necessary to try out the unified pension system in enterprises under owner- 
ship by the whole people and the collective enterprises under the jurisdic- 
tion of the second Ministry of Light Industry, and to try out the bankruptcy 
regulations in the latter. It is necessary to carry on the exploration in 
the reform of economic modes and management forms and to invigorate state- 
owned small-sized enterprises by means of contracted management, leasing and 
transfer of possession. 


In the final analysis, in order to invigorate enterprises, our guiding ideo- 
logy must keep in line with the needs of the development of socialist commo- 
dity economy; the old concept and old practice that the state is to set 
production quotas, distribute raw materials, and assume full responsibility 
for the marketing of goods must be changed; and the new concept that enter- 
prises operate on their own and assume full responsibility for profits and 
losses must be adopted. All enterprises must focus their attention on their 
internal management, carry out their internal reform in depth, strengthen 
enterprise management and administration, and improve enterprise quality and 
economic results. It is necessary to reform the enterprises’ leadership 
system, steadfastly enforce the plant director (manager) responsibility sys- 
tem in accordance with the relevant decision adopted by the State Council, 
and straighten out the working relations between the party committee, the 
executive authorities, and the trade union. It is necessary to further im- 
prove the various forms of economic responsibility system currently practiced 
in enterprises so as to bring the initiative of the enterprises and the 
staff into full play and run the enterprises more efficiently. 


C. It is necessary to actively launch the pilot reform of the financial 
structure and to perfect the marketing system step by step. The reform of the 
financial structure and the exploration of the money market are the basic 
conditions for development of the commodity economy and the lateral economic 
association. Our city is one of the five cities selected by the state to 
launch the pilot project of financial reform. In taking the improvement of 
financial regulation, the strengthening of lateral circulation of funds, and 
the modernization of operation of specialized banks as the key links, we must 
introduce a reform of the financial structure, and give full play to the 
bank's role in raising funds, circulating funds, guiding the flow of funds, and 
regulating social needs. It is necessary to develop inter-bank fund circula- 
tion and loan granting services by various means among the banks and financial 
organizations in our city and among the banks and financial organizations of 
our city and other large- and medium-sized cities throughout the country. It 
is necessary to effect the direct circulation of funds between enterprises in 
different areas and between the enterprise and the individual, by various 
means of credit, such as bonds, stocks, commercial instruments, and so on. 

It is necessary to promote savings deposits in urban and rural areas and to 
develop various forms of savings deposit service to pool funds from all walks 
of life. It is necessary to set up funds for development of education, 
science and technology, and public facilities. It is necessary to continue to 
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strengthen control over the use of extra-budgetary funds and to ensure funds 
are circulating in a reasonable way. It is necessary to establish some local 
financial organizations and to develop credit cooperatives, credit service 
organizations, and financial mutual-aid organizations for specific trades and 
groups of enterprises in urban areas in an organized way, so as to gradually 
build up a financial system under which various types of financial organiza- 
tions coexist, play their own roles, and cooperate with each other, with 
specialized banks as their main body and the People's Bank as the key link. 
It is necessary to modify the interest calculating method for loans in cash, 
to improve the utility of funds, and to make the best use of our limited 
funds, so as to ensure that funds are used rationally and effectively. 


It is necessary to improve and develop the socialist commodity market. It is 
necessary to further enliven the consumer goods market, to consolidate and 
improve various types of trade centers, to develop wholesale markets for agri- 
cultural and sideline products, and to expand the direct circulation of commo- 
dities between different [?]. It is necessary to consolidate and actively 
develop the market of production means, to establish the market of steel 
products, and to improve various types of commodities trade centers. It 

is necessary to further develop the civil engineering market, the technology 
market, and the labor service market and to strengthen administration over 

the markets, with a view to gradually building up a socialist market system 
and market administrative system and expediting the development of the commo- 
dity economy. 


D. It is necessary to strengthen and improve macroeconomic control and to 
promote a benign cycle of economic operation. It is necessary to keep the 
scale of investment in fixed assets under strict control--all projects must 
be covered by the overall plan, nobody is allowed to start any construction 
projects beyond the plan, new projects are subject to strict control, and the 
scale of investment in fixed assets in our city for this year must definitely 
be kept within the quota set by the state plan. It is necessary to further 
strengthen the planned control over the consumption fund and to prevent it 
from increasing. While keeping the scale of credit under control, we still 
have to extend loans on a selective basis to those enterprises with greater 
potential, so as to ensure the provision of funds which are to be used to 
finance economic development and the procurement of agricultural and side- 
line products set by the state plan. We must avoid handling all cases indis- 
criminately. It is necessary to further reform the planning structure and to 
gradually shift the focal point of the planning work to the manipulation of 
economic policies and such economic levers as pricing, taxation, credit, 
interest rates, exchange rate, and wages, in the hope of perfecting the indir- 
ect control mechanism step by step and ensuring the normal operation of the 
city's economy. 


E. It is necessary to do a good job in consolidating the reform of the 
pricing and wage system. As far as the reform of the pricing system is con- 
cerned, it is necessary to consolidate the results of the reform, to supple- 
ment and improve the reformatory measures that have been set forth, to 
straighten up various economic relations emerging after the price reform con- 
cerning grain, vegetables, and pork was introduced; to strengthen control over 
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commodity prices, to readjust in a controlled way the prices of a small num- 
ber of commodities which obviously do not match with their real value; and to 
maintain a generally stable overall retails commodity price level in the 
market. With regard to the reform of the wage system, it is necessary to 
solve step by step those conspicuous problems that remain unsolved in govern- 
ment organs and nonproductive service units after the reform of the wage 
system, in accordance with the relevant policies laid down by the state. 

It is necessary to further the study and improvement of the wage and bonus 
issuance procedure for enterprises and to develop the distribution system of 
enterprises. At the same time, it is necessary to strengthen propaganda and 
education, to improve our political and ideological work, and to prevent and 
overcome the malpractice of blindly demanding pay and bonus raises. 


Our practice in the past 3 years has shown that the reform is a large-scale, 
arduous, and complicated systems engineering project. Various objective and 
subjective factors determine that our reform is bound to be a long process 
which will advance gradually in due order. The contradictions between the 
new and old structures are inevitable in the course of the reform. Our 
leading cadres at all levels must be fully aware of the arduous and compli- 
cated nature of the reform, carry forward the pioneering spirit in actively 
making explorations and blazing new trails, work meticulously, and steadfastly 
toward the reform. They should never halt, still less take the road back. 

We surely must strengthen leadership, carefully plan our action, constantly 
sum up experience in practice, actively resolve all problems emerging in the 
course when the new structure is replacing the old one, steadily add to the 
results of the reform, and thus ensure that the reform will develop along the 
right track. 


/3. It is necessary to step up urban construction and strengthen urban 
administration with the focus on transportation and water supply./ 


The standard of urban construction and the second operation of comprehensive 
urban services have a bearing on both economic development and upgrading the 
people's livelihood, as well as on the opening up process and attraction of a 
city. The sound operation of comprehensive urban services, in turn, depends 
on the scale and standard of a city's infrastructure and public facilities. 
At present, in order to create a favorable social environment for economic 
construction, urban and rural reform, and the process of opening up to 

the outside world, we must step up urban construction and strengthen urban 
administration with the focus on transportation and water supply. 


It is necessary to further intensify road construction and improve transport 
facilities. It is necessary to speed up the construction of ongoing urban 
facility projects so that the investments can yield profits soon. We must 
speed up the Xiangyang No. 2 Tunnel winding up project, in the hope that the 
tunnel will be put into operation ahead of schedule by 1 July, so that traffic 
jams at the Shangqing Temple, Lianglukou, and Caiyuanba districts will be 
further eased. The Jiangbei Civil Aviation Airport currently under construc- 
tion is a big and high-standard project scheduled to be completed within a 
short period. In order to launch the project in full swing next year, we 
must concentrate our resources to complete the site leveling and fulling 
work this year. Since the Jialingjiang Shimen bridge construction has been 
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under way, the building has been going on fast on schedule. It is necessary 
to ensure the construction in funds, materials, equipment, and labor forces, 
and to further strengthen the organization, conducting, and management in 
construction. All relevant departments and units should do a good job in coor- 
dination and cooperation and guarantee that seven piers and two abutments be 
completed within this year in order to lay a good foundation to complete 

the project ahead of schedule. The Chang Jiang passenger ropeway is an air 
passage linking the city downtown district with the south bank district, and 
this project should be grasped firmly, so that its completion and opening 

to use in 1987 may be guaranteed. Road maintenance should be strengthened: 
the repair of some trunk roads in the city should be completed according to 
plan to improve the road conditions. We shall continue to increase the capaci- 
ty of public communications in the city and strengthen the construction of 
installations to form a complete set in a down-to-earth way. In 1986, 140 
buses and trolleys will be increased and renovated, and 3 bus lines will be 
readjusted and lengthened. In order to gradually resolve the traffic jam and 
bad effects on the appearance of the city resulting from the arbitrary 
parking of public vehicles along the streets, a parking lot is to be built 

at Daxigou, Siweiqiao this year. And we should step up the construction of 
the Jiangbei car maintenance and parking lot to guarantee its partial com- 
pletion and putting into use in 1987. We should continue to build pedestrian 
flyovers and tunnels step by step in a planned way, and further implement the 
division of. vehicles and pedestrian passages. The pedestrian flyovers at the 
junction of Jiankang Road and Zhongshan Branch Road will be completed this 
year, and construction of the Shapingba pedestrian tunnel will be under way 
this year. It is necessary to do a good job in both road construction and 
traffic control in relieving the pressure of urban communication. We should 
further strengthen traffic control and ensure free passage in such districts 
as Lianglukou, Daping, Shiqiaopu, Xinqiao, and Huaxinjie, where circular 

and one-way traffic has already been implemented. 


We shall take a firm grasp of the building of waterworks and raise the capacity 
of water supply in the urban areas. We must ensure that the Huangjiaodu 
waterworks be put into production on "1 July," with a daily water supply 
capacity of 30,000 tons and increasing to 100,000 tons by the end of the year. 
We shall step up, transforming the Jiangbei waterworks, increasing the daily 
water supply capacity to 15,000 tons within this year. Water pipes will be 
laid between, Tanjiagang and Tianba, and the water supply condition will be 
improved in the Zhongliangshan district. Water supply pipelines will be reno- 
vated between Daxigou and the hind gates of the Cultural Palace, with the 
problem pipelines eliminated and normal water supply guaranteed. We must take 
a firm grasp. of: the early-stage preparations for the project of expanding the 
Jiulongpo waterworks. Three small-type waterworks will be newly built or 
transformed in Changshengqiaozhen of Bashan, Wujiazhen of Rongchang, and 
Songgaizhen of Yongchuan, in order to improve the water supply capacity of 
counties and towns and the condition of drinking water. We shall continue to 
push forward the socialization of water supply installations, and further do a 
good job in joining the city public waterworks with the water supply owned by 
social units to shape them into a network in order to increase the capacity 

of water supply in the city. 
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We shall continue to grasp well the building of residence houses, in order 

to gradually improve the housing condition of the citizens. In 1986, new 
living quarters with floor space 1 million sq.m. will be completed, of which 
between 300,000 and 350,000 sq.m. are built in the urban areas. We must step 
up the pace of transforming dangerous houses, and take precautions against the 
collapse of buildings and casualties in accidents. We shall complete the con- 
struction tasks of the development areas in Daping, Nanping, and Yaoziqiu on 
the north bank of the river according to schedule. We must step up the pace 
in transforming the old city area and continue to do a good job in trans- 
forming the 14 areas or spots such as Chaotianmen, Guihuayuan, Luojiayuan, and 
Xiangshuiqiao, and gradually build our commercial, service, and cultural cen- 
ters with mountain city characteristics. 


We should strengthen environmental protection and tackle environmental prob- 
lems in a comprehensive way. We should continue to implement resolutions 
adopted by the city people's congress. We should further strengthen the work 
of bringing waste gas, noise, smoke, and polluted water under control. We 
should continue to promote construction in the smoke-free central area, 
Guanyingiao, and Nanping. The 12 newly-built environmental monitoring stations 
should go into operation this year. We should eliminate a number of contamin- 
ated sources and places, and complete the work of handling polluted water in 
county-level hospitals. We should speed up the project of building garbage 
disposal center, and do well in completing the first phase of projects of a 
polluted water disposal center and bringing Taohuaxi under control. We should 
supply more gas to residents and strive to increase the number of households 
that get gas supply by 50,000 in order to reduce air pollution, and improve 
environmental and public health of our city. While bringing dirt under con- 
trol, we should plant grass widely and cover exposed land with vegetation. 
This year we will rebuild dirt roads in the city proper covering an area of 
100,000 square meters. The newly-built Tongjiaqiao car washing garage will 

go into operation soon. We should also strengthen control over construction 
sites to reduce dust pollution. 


We should strengthen afforestation and the building of gardens and parks, 
actively develop tourism, and carry out the all-people activities of planting 
trees. This year, 1 million trees will be planted throughout the city, and 

20 small parks and green spots will be built. We should start the projects of 
rebuilding panda houses in the zoo and afforestation in the scenic spot of 

the Northern Hot Spring Park. We should speed up construction in the scenic 
spots of Nanquan, Nanshan, Nanping, Geleshan, Northern Hot Spring, Jinyunshan, 
Diaoyucheng, and Tongjing. Chongqing is a city with long history and many 
revolutionary memorial spots. The natural scenery of the mountains, waters, 
forest, springs, caves, and gorges around the city is very beautiful. In addi- 
tion, there is Dazu carved stone, which is famous both at home and abroad. 

We should fully make use of these tourist resources, improve service quality 
in tourism, and accelerate development of tourism in our city. 


City planning and city construction are a base for city management. To do 
well in city construction and management, we should, first of all, do well in 
city planning. With the development of our economy and society, it is 
necessary to readjust and supplement partially our overall city planning. 
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This year we will work out development plans for 7 districts in our city and 
formulate detailed plans for setting up 60 rural fairs. City planning 

should be formulated on more scientific bases, and our level of working out 
comprehensive planning should be enhanced. Our city planning should be 
serious, and our city management should be highly unified. Our construction 
should be carried out strictly according to the plan. The reform of the cen- 
tral district of our city should be fully carried out in a planned way. We 
should increase transportation, commercial, service, financial, cultural, and 
public facilities and space for planting trees. It is strictly forbidden to 
make use of every bit of space to build dwelling houses arbitrarily. We 

should readjust the layout of highway network with emphasis on city transporta- 
tion. We should work out well plans for rebuilding main roads and intersections 
as early as possible. We should firmly grasp the work of working out short- 
term plans for city construction. We should continue to strengthen the 
construction in small towns to promote rural economic and cultural development. 


We should constantly strengthen city management, improve the city management 
system, further straighten out various work relationships so that we will have 
an authoritative command system, and work out a full set of management rules 
and regulations. We should organize a high quality contingent of city manage- 
ment worker and law enforcement personnel. We should urge various quarters of 
society to strictly enforce city management rules and regulations in order to 
cooperate well in the work of city management. District governments should 
firmly and effectively grasp the work of city management and treat it as a main 
task. Comprehensive management work should be carried out in key districts. 

We should extensively promote patriotic health campaign, do well in beautifying 
city appearance, and create a good working and living environment. We should 
make efforts to build our city into a civilized, clean and beautiful city. 


/4. Strengthening the building of spiritual civilization in a big way, 
developing science and technology, cultural, educational, and public health 
undertakings. / 


Strengthening the building of spiritual civilization in a big way while 
strengthening the building of material civilization is a long-term strategic 
guideline. In strengthening the building of spiritual civilization, it is 
necessary to step up the pace in the development of various cultural under- 
takings such as education, science, literature, and art on the one hand; on the 
other, it is necessary to strengthen ideological construction. Only by 
strengthening the building of spiritual cultural education in order to pave 

the way for developing social productive forces and the new economic system, 
will it be possible to ensure the healthy development of economic construction 
and all other construction undertakings. 


At present, special attention should be attached to reinforcing ideological and 
political work. Economic work will go awry if ideological and political work 
is relaxed or weakened. Ideological and political work should suit the new 
situation of reforms, opening up, and invigorating the domestic economy. We 
should improve its work contents and create new forms and methods in order to 
upgrade the level of ideological and political work. It is necessary to 
closely link ideological and political work with practice, to adhere to 
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carrying education in the situation and the four cardinal principles among 

the cadres and masses, as well as the education in patriotism and collectivisn, 
in order to establish the lofty ideals of communism. We should resolutely 
resist erosion by decadent bourgeois ideas, lifestyle, and the ideas of 
bourgeois liberalization, and oppose all ideas and behavior of “looking for- 
ward to money in everything” and benefiting oneself at the expense of the 
state. All trades and professions should do a good job in ideological and 
political work, unfold education in serving the people heart and soul, set good 
professional ethics, and observe professional discipline. We should commend 
and propagate in a big way the heroic and exemplary deeds of advanced figures 
and collectives on all fronts. We should create civilized units, neighbor- 
hoods, villages, and 5-good families. The activities of building spiritual 
civilization with the joint efforts of the army and the poeple should be fur- 
ther unfolded, and the unity between the people and the army should be 
strengthened. Education in the legal system should be carried out on a wide 
scale, and knowledge of the law should be spread, in order to heighten the 
consciousness of the cadres and masses in observing the law and discipline. 

At the same time, we should deal quick and heavy blows at serious criminal 
offences and economic cases according to the law, and resolutely prohibit and 
check all kinds of ugly social phenomena and feudal superstition. We should 
further implement all measures for the comprehensive treatment of social order, 
and strive for a marked turn for the better in social atmosphere and social 
order. 


It is imperative to continue to push forward the structural reform in science 
and technology, to strengthen research on applied science and technology. A 
number of high-quality research results should be presented to serve economic 
construction and social development. In 1986, we shall unfold 100 key projects 
in the development of scientific research and technological development and 
complete 150 projects of important scientific research and technological 
development with good results. We should earnestly implement the "sparks" 
project, sending science and technology to enterprises in towns and townships. 
The method of undertaking fund allotment to scientific research units will 

be improved, and the responsibility system with scientific research project 
and the responsibility system of director of scientific research unit made 
complete and perfect. We should continue to explore the experience of 
carrying out the structural reform in science and technology in depth, 
strengthen the spread and application of science and technology results, 

work hard to open up the technology mar'et, unfold multiform and multitier 
activities in technology trade, and establish 70 scientific research and 
production combination entities. We should continue to grasp firmly the con- 
struction of the city technology development exchange center project, and 
strive to have part of it completed and put to use. We shall establish the 
city data base of outstanding talent, and conduct experiments on inviting 
talent to specialized professional posts in scientific research, tertiary edu- 
cation, and public health units. We shall strengthen the legal system in 
science and technology, and draw up the measures and regulations for the con- 
trol of science and technology results, key scientific research projects, 
technology market, and scientific research-production combination entities, 

in order to push forward the healthy development of science and technology 
undertakings. 
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It is imperative to grasp education firmly in building socialist spiritual 
civilization, and to start from upgrading the basic qualities of the nation. 
It is necessary to study and propagate the “Law of Compulsory Education” and 
to actively implement the 9-year compulsory education system. The principle 
of all-round moral, intellectual, physical, and aesthetic development should 
be implemented in earnest, and the guiding ideas of running schools should be 
further set right. Teaching methods should be reformed, and efforts should 
be exerted to upgrade the quality of education. And education in labor should 
be appropriately strengthened based on each's own characteristics. We 

should continue to firmly grasp the structural reform of secondary education; 
the ratio between the number of students enrolled in intermediate vocational 
schools and technical schools and that in ordinary senior middle schools 
should be 1:1.22. Both intermediate vocational schools and technical schools 
should enroll graduates of junior middle schools, and the system of junior 
middle school graduates undergoing training in different trades should be 
initially set up. It is necessary to develop tertiary and adult education. 
The Yuzhou University, the City Broadcasting and Television University, and the 
Workers and Staff University will enroll 5,400 new students this year. The 
number of students in vocational schools and senior middle schools for 

workers and staff will exceed 30,000. We should continue to do a good job in 
education for the peasants, and actively develop nursery and kindergarten 
undertakings. Teachers schools and the training of teachers should be 
strengthened in order to build up a contingent of teachers suitable for our 
educational undertakings. In 1986, three teacher-training centers for junior 
middle schools, primary schools, and preschool education will be set up on the 
basis of the existing teacher-training bases; new development in teacher- 
training for junior middle schools is required in particular. At the same 
time, it is necessary to strengthen the further education of teachers on 

their posts. The number of teachers on their posts in middle and primary 
schools as well as nurseries and kindergartens undergoing systematic further 
education will be 12,000. It is necessary to develop all cultural under- 
takings such as literature and art, radio and television broadcasting, press 
and publication, books, and historical relics; and it is necessary to bring 
into full play the important role of cultural departments in the building of 
spiritual civilization. Cuitural departments and cultural workers should ad- 
here to the orientation of serving the people and socialism. They should put 
social benefits above all else, and work hard to upgrade the political ideo- 
logical level and artistic quality of their works, in order to provide the 
people with more and better spiritual products and to enrich people's cultural 
life. All literature and art organizations should spend at least 3 months of 
the year going down to the rural areas, factories, and army units to give per- 
formances and to experience life there. We should widely unfold mass cultural 
activities, consolidate, and make complete and perfect the 3-level cultural 
networks of the city, district-county, and neighborhood-townships. News and 
publication undertakings should be developed, the building of radio and tele- 
vision broadcasting undertakings should be strengthened, with the quality of 
propaganda upgraded, and the radio and television population coverage should 
be enlarged. Control over the cultural market should be reinforced, and 
cultural equipment should be gradually improved. We should do a good job in 
protecting historical relics and substantiate the exhibits of revolutionary 
historical relics in the Hongyan Revolutionary Memorial Museum and the 
Geleshan Revolutionary Martyrs Mauseoleum. The editing of local history is a 
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basic work for the building of che two civilizations, and should speed up 

the schedule of its writing. It is necessary to strengthen the work concerning 
the keeping of records. We should continue to enrich the collections of 
museums, archives, and so on, and to do a good job in collecting and sorting 
out records, when actively supplying information in order to serve better the 
building of the two civilizations. 


It is necessary to develop the public health undertakings in both urban and 
rural areas and to actively implement reform in medical care and public health. 
In 1986, another 700 hospital beds will be installed, in addition to 5,000 
beds to be tended in patients’ households. ‘Two hospitals of traditional 
Chinese medicine are to be transformed and expanded, and the construction of 
the city first-aid center will be completed and put into use. The principle 
of taking prevention first in medical work, and linking Western medicine with 
traditional Chinese medicine, should continue to be implemented. Health care 
and epidemic prevention work should be made to continue to reduce the incidence 
of infectious diseases. Preference should be given to the elderly above 70 

in medical treatment, and physical checkups will be given to half a million 
children under 7. Work in improving water quality in the rural areas should 

be strengthened; great efforts should be exerted to improve the condition of 
drinking water for the rural population of 440,000. We should do e good job 
in social welfare and social security work among the aged. 


We should continue to do a good job in parenthood planning work, to advocate 
one child for a couple, and to strictly forbid giving birth to children out- 
side the plan. We should control the natural growth rate of the city at 
10.22 per thousand, and the planned parenthood rate over 95 percent. 


We should actively unfold sports activities on a mass basis, and upgrade the 
health level of the people. The "national physical training standards" should 
be carried out at 80 percent of the city's schools, and sports associations 
should be set up in 50 percent of the enterprise system. We should work hard 
to improve the quality of training and upgrade the level of sports. We 

should strive for excellent records in national and provincial sport events. 
The building of sports installations will be strengthened. The first-stage 
project of Guangyangba Physical Training Center is to be completed, and the 
Datianwan Stadium is to be under repair. 


/5. Changing the government function, improving the style of government 
organs. / 


With the structural reform in economy continuing to develop in depth, the 
function of government organs in economic management and the style of govern- 
ments must undergo further changos. Basically speaking, such changes are an 
important component part of the structural reform in the economy as well as 

an important revolution in the socialist superstruciure. The entity of govern- 
ment organ personnel at various levels must have full understanding of such a 
revolution, and self-consciously adapt themselves to, take an active part in, 
and push forward this revolution in a big way. 
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Based on the objective law governing the development of socialist commodity 
economy, enterprises should become genuine economic entities and relatively 
independent commodity producers and managers; the form of their economic ties 
should change from the administrative closure-type to the opening-type 
characteristic of the linking of horizontal and vertical ties with horizontal 
ties as the key; and the state's control over enterprises must change from 
direct control in the main to indirect control in the main. Therefore, it is 
imperative to break up the conventional practice of substituting the function 
of economic control with the function of administrative control, and to adopt 
a new way of managing economy with economic means in the main based on the 
inherent connections of the economy. The various government economic adminis- 
trative departments should change from exerting their main efforts on the 
division of indexes, goods and materials, and funds and the approval of 
projects to doing a good job in macrocontrol, overall planning, mastering 
policies, organization and coordination, examination and supervision, and 
rendering services, in order to provide good external conditions for enliven- 
ing the enterprises. We should adapt to the trends of the great development 
of horizontal economic combination, enthusiastically support and help the 
enterprises genuinely emancipate themselves from the closure-type economic 
pattern in which departments and localities are separated in order to realize 
all-round economic and technical cooperation and to promote the development of 
socialist economy. 


In order to meet the requirements of developing socialist planned commodity 
economy, we should resolutely implement the principle of “grasping construc- 
tion on the one hand and grasping the legal system on the other," and gradu- 
ally make perfect and complete the economic legal system, strengthen the 
legislature in economy, and to control and regulate economic operation chiefly 
relying on economic and legal means as well as necessary administrative means. 
With changes in administrative functions, it is necessary to intensify and to 
make complete and perfect the comprehensive economic administrative organs and 
economic examination and supervision organs and to strengthen the building of 
such administrative organs as planning, finance, taxation, auditing, statis- 
tics, prices, industrial and commercial administration, standardization, 
measurement, quality, inspection, and patent rights. We should continuously 
make complete and perfect and intensify economic supervision work, and work 
hard to build up a strict and efficient economic and technical supervision 
system. In order to establish an administrative control system that is expli- 
cit in its functions and duties, harmonious between its organs, flexible in 
operation, and highly efficient with a quick tempo, the city government has 
already organized a task force to conduct the design for organ structure. We 
must do our best to make standardized and scientific the establishment of 
organs, tasks, realms of functions and responsibilities, and the proceedings 
of affair-handling, based on earnest investigation and research, through 
meticulous analysis, repeated demonstration, and comparison in various aspects, 
and exert our efforts to improve the efficiency and quality in our work, in 
order to better serve the enterprises, the grassroots units, and the people. 


In the course of the great changes of reforms, opening up, and invigorating 
the domestic economy personnel of government organs at all levels must cor- 
respondingly change their style in thinking and work as well as their work 
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method, so that they may meet the requirements of the development in the 
situation as well as the four modernizations. We should ascertain that 
through party rectification, governmental organs at all levels have further 
recovered the party's truth-seeking ideological line, initially set upright 
the guiding ideas in their professional work, and make great improvement in 
the style of government organs. The personnel of government organs are doing 
their best to serve the people, being bold at reforms and devoted to their 
work; the mainstream is good. However, looking at the conditions discovered 
in the recent mass examinations of party rectification, many problems do 
exist in the style of government organs, some of which are rather serious. 
Liberalism in politics, bureaucratism in style, individualism in ideology, 
departmentalism in work, attaching importance to human relations rather than 
party spirit, relaxation in work, being lax in organization, low morality, 
dilatory style of work, low efficiency, and poor quality in work--these prob- 
lems exist in some departments and units to various degrees. If they are 
not resolutely corrected, the prestige of governmental organs would be in- 
jured, the social atmosphere would be corrupted, and the development of the 
four modernizations would be impeded. 


In improving the style of government organs, all departments of the city govern- 
ment should play an exemplary role in the whole city with a brand-new 
spiritual feature and excellent work style. It is imperative to strictly 
implement the series of stipulations of the Central Committee, the State 
Council, and the city CPC Committee and government, including the selection 
and appointment of cadres based on the party principle, resolutely putting a 
stop to touring at the expense of the state, and arbitrarily sending organiza- 
tions and personnel abroad, simplifying the reception of leading cadres at 
various levels going out in their activities, and further checking party and 
government organs and cadres going in for business, in order to further set 
upright the party style and social atmosphere and to score rapid and marked 
results in correcting unhealthy tendencies. Leading cadres at all levels must 
change their style, further cutback meetings and the issuance of documents, 
make in-depth investigation and research at grassroots units, and strengthen 
the scientific basis of their decisionmaking. They should start everything 
from realities, tell the truth, do practical work, attach attention to practi- 
cal effects, do work in a down-to-earth manner, and overcome formalism and 
bureaucratism of every description. Governments at all levels must strengthen 
socialist democracy and the socialist legal system and conscientiously accept 
the supervision of the people, people's delegates, and the people's congress 
as well as its standing committee. The governments should examine the 
implementation of the resolutions adopted by the people's congress, organize 
their implementation, and continuously improve government work. All depart- 
ments should establish the concept of the whole situation, strengthen hori- 
zontal ties, and do a good job in coordination and cooperation, in order to 
form an environment of unity, harmony, mutual trust, and support. They should 
resolutely overcome departmentalism, do their best to make departmental 
interests subject to the interests of the whole, and make partial interests 
subject to those of the entity. They should strengthen their sense of organi- 
zation and discipline; strictly observe party discipline and the law of the 
state; self-consciously safeguard the interests of the state and society; 
overcome liberalism, individualism, and small-group mentality; and become models 
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in possessing lofty communist ideals and a strong sense of discipline. Good 
cadres who adhere to discipline, handle matters impartially, and resolutely 
resist unhealthy tendencies should be commended and encouraged, while those 
who have shortcomings and mistakes must be criticized and educated and given 
help in correcting their mistakes. Those gravely neglecting their duties, 
bending the law for the benefit of relatives or friends, or violating the law 
by committing corruption and accepting bribes must be severely dealt with 
according to the law. Government personnel at all levels should continue to 
bring forward the spirit of the foolish old man who moved the mountain by bear- 
ing hardships in carrying out bitter struggle, uniting to fight, and doing 
work in a down-to-earth manner. They should earnestly improve their work 
method and style, link closely with the masses, devote themselves to their 
work, be honest in performing their duties, and serve the people heart and 
soul. 


Governments of all levels should actively support the army structural reform, 
streamlining and reorganization, and do a good job in transferring the 
people's militia departments to the jurisdiction of local governments. They 
should continue to do a good job of nationality work and strengthen nationali- 
ty unity. The policies on religion must be implemented, and a good job must 
be done in the administration in religious affairs. The policies concerning 
overseas Chinese must be implemented, and the role of returned overseas 
Chinese and the dependents of overseas Chinese must be given play. We should 
strengthen work concerning foreign affairs, actively develop international 
ties and cooperation of all respects, and bring into play all positive fac- 
tors in order to make greater contributions to rejuvenating Chongqing and 

the four modernizations. 


Delegates! 


The great. targets of China's Seventh 5-Year Plan spread before us with 
inspiring bright prospects. The tasks on our shoulders are arduous as well as 
brilliant. We are firm in the belief that so long as we firmly go along the 
line since the 3d Plenum of the llth Central Committee, the guiding ideas, 
construction principle, and planning for reform, defined by the Seventh 

5-Year Plan, adhere t» placing reform above all else, the principle of invigor- 
ating the domestic economy, and opening up to the world, and grasping simul- 
taneously the two civilizations, when uniting in one heart and mind, being 
bold at exploration, and going all out to make progress, our target will 
certainly be realized, and Chongqing's all items of reform [7] 
undertakings will certainly create a new and better situation. 


/9716 
CSO: 4006/1194 
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ECONOMIC DEVELOPMENT ZONES 


QINGDAO TO FOCUS ON HUANGDAO DEVELOPMENT 
0W160232 Beijing XINHUA in English 0037 GMT 16 Jul 86 


[Text] Qingdao, July 16 (XINHUA)--Shandong Province's Qingdao City, one of 
China's 14 open coastal cities, will focus on developing its Huangdao Island 
District into an industrial zone in the next 5 years, a city official said 
here today. 


Seven kilometers from Qingdao, Huangdao, with an area of 152 square 
kilometers, is sparsely populated and ideal for industrial development. 


The city government decided to upgrade the existing industrial enterprises in 
the old urban district of Qingdao while developing new projects on the 
Huangdao District. 


A total investment of two billion yuan will be spent on the infrastructure 
work on Huangdao Island between 1986-90, the official said. 


Included are first construction phase of Qianwan Port, second phase of an oil 
wharf, a railway linking the district with Jiaoxian County where the railway 
between Qingdao and Jinan, capital of Shandong Province, passes through, the 
Huangdao power plant, which is being expanded, sea ferry between Qingdao and 
Huangdao and an economic and technical development zone. 


According to the official, when the first construction phase of Qianwan Port, 
which covers six deepwater berths, and the second construction phase of the 
oil wharf are completed, Huangdao will have an annual handling capacity of 
47 million tons. 


The economic and technical development zone has concluded 63 agreements and 
letters of intent with foreign firms as a result of accelerating construction 
of infrastructure work. 


So far, a 2l-kilometer water pipe capable of supplying 20,000 tons of fresh 
water a day is almost completed at the zone; telephone and telex service 
links Qingdao and Huangdao and 2,000-line program-control telephone system is 
scheduled to go into operation late this year. 


/9599 
CSO: 4020/385 
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ECONOMIC PLANNING 


SHANGHAI MAYOR DISCUSSES ECONOMIC TASKS 
0OW100755 Shanghai City Service in Mandarin 0000 GMT 3 Jul 86 


[Text] The Shanghai Municipal People's Government sponsored a municipal cadres 
meeting at the municipal stadium yesterday afternoon to discuss Shanghai's 
economic projects for the next 6 months. 


Addressing the meeting, Mayor Jiang Zemin said: Shanghai achieved fairly 
significant successes in various economic sectors during the first 6 months. 
The general economic situation was satisfactory. Industrial output during 

the January-May period topped that of the same period last year by 

1.8 percent, and growth during the first 6 months was expected to reach 

2 percent. This was achieved on the basis of last year's high growth of 

12.8 percent. The output of major industrial goods shows that output of 
popular goods in great demand on the market all registered relatively big 
increases, thus stabilizing market supply and commodity prices as well as public 
sentiment. The volume of goods procured for foreign trade and the amount of 
foreign exchange earned from export all registered increases each month. The 
15 projects, which are vital to the people's livelihood and are scheduled to 
be accomplished this year, have been progressing quite well. However, we must 
realize that Shanghai's economic development is still affected by many weak 
links. The main problem is our slow industrial growth. 


In his speech, Mayor Jiang analyzed the causes of Shanghai's slow industrial 
growth this year. First of all, although the series of macroeconomic control 
measures adopted by the state have yielded relatively good results, they have 
created certain new situations in Shanghai's industrial production. Second, 
the output of certain types of goods has been readjusted to meet market needs. 
Third, capital shortage, strains in power supply, and changes in the supply of 
raw and semifinished raw materials early this year have created some problems. 
Furthermore, there are nonmaterialistic factors, such as problems in doing 
ideological work. 


To boost industrial production during the latter half of the year, Mayor Jiang 
said that the work in the following areas must be done well: First, we must 
continue to do a good job in readjusting the types of goods to be produced. 
Resolute steps must be taken to phase out the production of unmarketable 
products, and there should be no more stockpiling of such products. On the 
other hand, we should organize more personnel to increase production of 
popular goods in short supply. 
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Second, we must take effective measures to improve the supply of energy and 
raw and semifinished materials. During the third quarter, which will be hot, 
we should pay special attention to production safety as well as energy and 
water supply so as to forestall any drastic changes. 


Third, we must pay special attention to product quality. Enterprises which 
lack resources for production must be resolutely reorganized. Remedial 
measures, including setting a time limit for improvement, must be carried 
out one by one in order to upgrade those products whose quality has been 
deteriorating. 


Fourth, efforts must be concentrated on completing our enterprises’ renovation 
projects so that they can resume production as soon as possible. 


Fifth, we must foster the concept of developing the commodity economy, and 
organize and launch economic programs in accordance with the characteristics 
and requirements of a commodity economy so that our enterprises will also be 
sellers of products and market developers instead of mere producers. 


Mayor Jiang then commented on and set requirements for strictly controlling 
the size of construction projects, reforming the labor system, promoting 

the system under which factories are run by their directors or managers, 
expediting the reform of administrative wages [xing zheng xing gong zi], and 
ensuring a balance of expenditure and revenue this year, as well as ensuring 
market supply and providing proper guidance for consumption. 


The meeting yesterday was chaired by Huang Ju, deputy secretary of the 
Shanghai Municipal CPC Committee. 


Among those attending the meeting were Li Zhaoji, Liu Zhenyuan, and Ni Tianzeng, 


vice mayors of Shanghai; Wang Daohan, advisor to the Shanghai Municipal 
Government; Li Guohao, chairman of the Shanghai Municipal CPPCC Committee; 
and others. 


/8309 
CSO: 4006/1189 
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ECONOMIC PLANNING 


XINJIANG MEETING ARRANGES ECONOMIC WORK 
HK110257 Urumqi Xinjiang Regional Service in Mandarin 0000 GMT 11 Jul 86 


[Excerpts] A regional economics commission meeting on production held on the 
morning of 9 July stressed that the general guiding idea on Xinjiang's economic 
work in the second half of the year is, as before, to focus on improving economic 
results, persevere in reform, strengthen management, get a simultaneous grasp of 
production and circulation, and resolutely reverse the decline of product 
quality and the increase in input consumption. 


The region's industrial output value in the first half of the year was 

3.628 billion yuan, an increase of 9.24 percent over the same period last year. 
However, the plan for rate of progress was underfulfilled by over 300 million 
yuan. The quality of only 68.83 percent of products recorded steady improve- 
ment from January to May. This was lower than the rate for the same period 
last year and below the national average for the first quarter. Material input 
increased, some products are stockpiled, and economic results have declined. 


Regional Government Vice Chairman Tuohuti Shabier demanded that all areas, 
departments, and enterprises seriously sum up industry and communications 
production in the first half of the year. The focus should be on the following 
five tasks from July onward: 


1. Tangibly strengthen leadership over industry and communications production. 
All areas and departments must send effective cadres to work in the enterprises 
and help solve problems there. 


2. Readjust the product mix and work hard to increase output of products that 
sell well and are needed in the markets. 


3. Do better in linking production and sales, and simultaneously grasp produc- 
tion and circulation. 


4, Further improve enterprise management, and reverse as soon as possible the 
situation of declining product quality and rising input consumption. 


5. Do a good job in transport and communications and make good arrangements for 
the transport of oil, coal, cotton, salt, and foreign trade goods, and for raw 
materials and fuel needed by key enterprises. We must in particular do a good 
job in shipping out cucurbit and fruit. 


/8309 
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AGGREGATE ECONOMIC DATA 


BRIEFS 


NEI MONGGOL FIRST-HALF FIGURES--According to the figures released by the 
regional Statistical Bureau, Nei Monggol Autonomous Region realized 

4.827 billion yuan in total industrial output value during the January-June 
period this year, a 7.97 percent increase over the figure for the correspond- 
ing 1985 period. The increase shown by the region in this regard surpassed that 
shown by the country. Of this output value, iight:industrial enterprises realized 
2.032 billion yuan, a 14.26 percent increase over the figure for the corres- 
ponding 1985 period, and heavy industrial enterprises realized 2.795 billion 
yuan, a 3.81 percent increase over the figure for the corresponding 1985 period. 
The state industrial enterprises realized 3.989 billion yuan in total output 
value, a 7.18 percent increase over the figure for the corresponding 1985 period, 
and the collective-owned enterprises realized 837 million yuan, a 12.5 percent 
increase over the figure for the corresponding 1985 period. [Text] [Hohhot 

Nei Monggol Regional Service in Mandarin 1000 GMT 8 Jul 86 SK] /8309 


CSO: 4006/1189 
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ECONOMIC MANAGEMENT 


JIANGSU GOVERNOR'S REPORT ON SIXTH 5-YEAR PLAN PRESENTED 
Nanjing XINHUA RIBAO in Chinese 23 Apr 86 p 1 


[Article: "Our Province Continued to Maintain Trend of Flourishing Economic 
Development; Gu Xiulian Reviews Implementation of the Sixth 5-Year Plan 
in Report"] 


[Text] In her report on the rough draft of Jiangsu Province's Seventh 
5-Year Plan, Gu Xiulian [7357 4423 5571] has pointed out that during the 
Sixth 5-Year Plan, our province maintained a trend of flourishing economic 
development and achieved successes greater than anticipated, leading to 
profound changes in the entire economic and social outlook. 


Sustained Growth in the National Economy: Total social output value in 

the province increased from 70.3 billion yuan in 1980 to 147.5 billion yuan 
in 1985, for an annual average growth rate of 15.5 percent, computed based 
on constant price. The GVIAO rose from 62.3 billion yuan to 126.9 billion 
yuan, for an average annual increase of 15.3 percent. The GNP grew from 
32.2 billion yuan to 67.2 billion yuan, for an average annual growth of 
15.9 percent. The national income increased from 27.3 billion yuan to 

58 billion yuan, an average annual rise of 15.3 percent. 


Overall Upsurge in the Rural Economy: Gross social output value in the 
province's rural areas grew from 27.4 billion yuan in 1980 to 77 billion 

in 1985, 1.8-fold increase, for an average annual growth rate of 23 percent. 
The upsurge in Jiangsu's rural economy was attained under conditions of 
stable growth. With population growing every year, a gradual reduction 

in the amount of cultivated land, and the beginning of a readjustment in 

the production structure, per capita grain provincewide exceeded 1,000 

jin for 2 years in succession beginning in 1984. Also, the rapid development 
of rural industry has played a critical role in the overall upsurge of the 
rural economy. 


Accelerated Industrial Development: The province's GVIO rose from 43.1 
billion yuan in 1980 to 86.4 billion in 1985 (not including industry at or 
below the village level), for an average annual increase of 14.9 percent. 
During this period, the province resolved to greatly develop consumer gvods 
production, alleviated shortages of commodities on the market, strengthened 
the energy and raw materials industries, expanded the scope of service of 
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heavy industry, and focused on the development of new industries, with more 
than 1,500 lines being introduced and utilized in the electronic computer 
field. Fairly large developments were made in the fodder and packing 
industries as well. 


Key Construction Projects Strengthened: During this time, state-run units 
throughout the province realized a total of 25.1 billion yuan in fixed- 
asset investment. Of these projects, 59 large and medium-sized projects 
were undertaken by the state, including the Yangzi ethylene plant, the 
Yizhengda Chemical Fiber Plant, the Zhenjiang Jianbi Electronics Plant, the 
Lianyungang Harbor, the Beijing-Hangzhou Canal, and seven other priority 
projects. More large- and medium-scale projects have been undertaken in 
this period than ever before since the establishment of the PRC. 


Continued Expansion of Domestic and International Trade: Total retail 
commodity trade in the province increased from 15.4 billion yuan in 1980 

to 30.7 billion in 1985, for a 14.9-percent-annual average rise. Both 
sales and purchases in urban and rural markets are thriving and shortages 
in certain commodities have been greatly relieved. Foreign trade continued 
to grow during this period, with total export volume increasing from 

$850 million to $1.55 billion, an annual average increase of 20.9 percent. 


Marked Enhancement of Economic and Social Benefits: Average per capita 
income in the province increased from 461 yuan in 1980 to 937 yuan in 1985, 
a growth rate of 1.03-fold. The increased accumulation per 100 yuan grew 
from 20 to 48 yuan, for a 1.4-fold increase. Labor productivity rose from 
998 to 1,806 yuan, an increase of 81.6 percent. Financial revenue grew 
from 6.24 billion yuan to 8.17 billion yuan, an increase of 40.6 percent. 


Continued Development in Science, Education and Culture: Expenditures 
allocated by the province for science, education, culture, health, and 
sports rose from 679 million yuan in 1980 to more than 1.47 billion yuan in 
1985, for an annual average increase of 16.7 percent. Science and technology 
showed remarkable success in serving the cause of economic construction, 
with positive results in more than 9,500 projects in 5 years. Fairly 

rapid progress was seen in education, also. The goal of the Sixth 5-Year 
Plan of makize primary school education universal provincewide was basically 
attained and good results were achieved in the reform of the unitary 
structure of secondary education. Further development was seen in institu- 
tions of higher education, with the number of full-time undergraduate and 
graduate students increasing from 84,000-odd in 1980 to.119,000 in 1985. 

The numbers of students attending televised classes and in workers’ 
universities accounted for 80.4 percent of all students attending institu- 
tions of higher education. New developments were also shown in news, 
publishing, broadcasting, films, television, and other cultural endeavors 
and in medicine and health and sports. 


Remarkable Improvement in Living Standards: Average wages for urban and 
town employees in the province rose from 667 yuan in 1980 to 1,037 yuan 

in 1985, for an annual average increase of 5.9 percent after deducting 
commodity price increases. Per capita net peasant income rose from 218 yuan 





to 493 yuan, for an annual average increase of 14.3 percent after deducting 
the factor of commodity price increase. By the end of 1985, the total 
amount of savings in the province's urban and rural areas attained a figure 
of more than 9.93 billion yuan, a more than three-fold increase since 1980. 
The province has had marked success in its family planing program. By 

the end of 1985, total population was smaller than the goal of the Sixth 
5-Year Plan by 870,000 people. 


Gu Xiulian said, during the Sixth 5-Year Plan, the vast ranks of cadres 

and masses of the province strove to integrate the party's principles and 
policies with local realities, worked creatively, and adhered to shifting 
the focus of our work, the promotion of reform overall, the implementation 
of the open door policy, the strengthening of macroeconomic control and 
equal emphasis on the construction of both spiritual and material civiliza- 
tions, gaining some preliminary experiences in all of the above. 


While reviewing the achievements of the Sixth 5-Year Plan, she also pointed 
out that during this historically significant time of transition, many 

new situations and problems appeared. We have had shortcomings and made 
mistakes in our work as well, and quite a few difficulties and contradictions 
still exist in our march forward. We must seriously seek to resolve these 
problems in our work today. 


12221/12899 
CSO: 4006/1041 
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ECONOMIC MANAGEMENT 


FACTORY DIRECTORS ‘NEED SUPPORT DURING REFORM' 
Beijing JINGJI RIBAO in Chinese 18 May 86 p 2 


[Article by staff reporters Li Xing [2621 2502] and Zang Pingfen [5258 1627 
0433]: "Factory Directors Need Support and Understanding During Reform--a 
Survey of 39 Factory Directors"] 


[Text] Factory directors are depicted by artists either as bold and 
resolute reformers or as old fogies sticking to old ways and seeking no 
progress. But, what are they like in real life? Recently we conducted a 
survey of 39 factory directors through correspondence. They include 

19 factory directors of large enterprises, 13 of medium-sized enterprises, 
and 7 of small enterprises. From their responses, we see the following 
problems. 


Utterly Exhausted 

"If you are given a few days off, what are you doing to do?" 
"Sleep." 

That was the answer from 23 factory directors. 


Realities in China are such that a factory trying to establish itself in 
society has to follow society's ways even in its internal management. The 
factory director must attend many meetings every day. But how many of the 
meetings are directly related to production? According to what we have 
learned, generally less than half of a factory director's working time each 
day is used to handle production matters. Some factory directors spend 
most of their time handling things which have nothing to do with production. 
Everyune who has a problem goes to the director--problems in production, 
supply channels, marketing, and what not. On top of all this, a factory 
director sometimes has to take care of employees’ clothing, food, housing, 
transportation, marriage, funeral, childbirth and other problems. 


We asked the factory directors: What are the things that are most boring 
to you but still have to be done? 


Most answered that it was most boring to attend unnecessary meetings and 
to receive all kinds of inspection groups. The next is to have to “kowtow” 
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everywhere to maintain good relations for the sake of production and 
administration. Good relations have to be maintained with organizations 
ranging from banks, power supply bureaus, and press units to nonstaple 
food stores and neighborhood committees. Failure to keep everyone happy 
will cause trouble for the factory. 


A factory director's energy is limited. When he is bogged down with so 
many different kinds of complicated problems, how can production not be 
affected? 


We found from the survey that almost all the factory directors are often 
unable to leave at quitting time, and that 48.7 percent of them have never 
been able to quit on time. Among those surveyed, 64.1 percent said that 
people often come to their homes to discuss problems, generally for 2 hours 
each day. Besides, most factory directors spend an additional 1.5 hours 
each day to read documents, draft reports, and think about work. Day 

after day and year after year, the factory directors are in a state of 
constant exhaustion. The heavy workload has taken its toll on the health 
of many factory directors, with 89.7 percent saying that they have suffered 
from deteriorating health since they became factory directors. 


Limited Authority on Personnel Management 


We asked the factory directors: "What power do you urgently need and 

hope can be given to you by higher authorities up to the central government?" 
The answer from 78.3 percent of the factory directors was the power to 
appoint and dismiss cadres. 


The factory directors surveyed were of the opinion that beside the political 
requirements for selecting cadres, it is even more important to pay attention 
to the cadres’ pioneering spirit, honesty, courage to express different 
opinions, and ability to unite comrades. They expect their own subordinates 
to give full play to their talents while maintaining unity in purpose. 

In actual work, however, the factory director's most difficult problem 

is in personnel management. Of the 39 factory directors surveyed, 27 felt 
that their biggest heacache is the appointment and dismissal of middle- 
level cadres. According to the traditional concept, cadres can only be 
promoted and never demoted. Any personnel action an enterprise wants to 
take must be approved by a relevant department at a higher level. A 

factory director has no power to dismiss a subordinate for incompetence, 

the only thing he can do is to place them in some other departments in the 
factory. But even this can be very difficult. First, the person in 
question will probably wrangle without end. Second, he may have strong 
personal connections whose intervention can land the factory director in 

an awkward position. 


Need to Be Understood 


We ask the factory directors: What makes you feel most unhappy? The 
answer from most of them: It's so hard for people to understand us. 
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First, they need understanding by the leadership at higher levels. Some 

of the factory directors said: The leadership at higher levels should trust, 
understand, and support us. It is better for factory directors to have a 
definite term of office, instead of getting replaced anytime. It is 
difficult to make a complete and fair evaluation of a person in a short 
period of time. Yet at present a person often gets replaced for some minor 
reasons. Lack of understanding leads to mistrust and even suspicion, 

making it impossible for the factory director to do his work. 


Second, they need the understanding of the staff members and workers in 

the factory. A factory director can also be deeply troubled by the failure 
of his own staff and workers to understand him. Some factory directors 
said: Before I became the director, I had many good friends in the factory. 
Since I became the director, my friends have gradually drifted away from 
me, and they no longer come to me to speak their minds. If in the handling 
of things, action has to be taken against a past friend, I will be accused 
of ingratitude and forgetfulness. When I am busy with work and can hardly 
find time to get together with old friends, people will say that I have 
taken on airs and become unapproachable. I don't know to whom can I tell 
my troubles. 


Third, they need the understanding of their family members. Many factory 
directors mentioned the feeling of estrangement between them and their 
family members. This feeling has grown because most factory directors are 
engrossed in work, leaving early in the morning and coming home late at 
night, with little time left to spend with their families. Among then, 
97.4 percent do not have time to take their families on outings, to the 
movies, or watch television with them, and have no energy left to help 
their children with their homework, and 74.4 percent rarely have an oppor- 
tunity to chat with their family members. Therefore, it is very hard for 
the factory directors to be understood even by their own families. When 
we asked them about "the attitude of your family toward your work," the 
answer from 48.7 percent of the factory directors was "tolerance," and 

a considerable number of families "complained" or "objected" to their new 
jobs. Only a very few families expressed support for the directors’ new job. 


Hard to Enjoy Family Happiness 


Like other ordinary people, factory directors also have feelings of pleasure, 
anger, sorrow, and joy. Our survey showed that for factory directors between 
age 40 and 50, the average monthly income per family member is about 55 yuan, 
and the average family housing has a floor space of 6.98 square meters. 
Judging by these figures, there is not much difference between the living 
standards of factory directors and of ordinary staff and workers. The 
factory directors are also troubled by their inability to take good care 

of their parents, crammed housing situation, difficulties in their children's 
education and employment, financial hardships, and other problems. 


Factory directors also have varied interests and hobbies. When they have 
time to spare, they too want to read, write, watch ball games, grow flowers, 
or go fishing. However, 89.2 percent of the factory directors surveyed 
said that it was impossible to pursue their personal interests and hobbies. 
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The reason is that there is little spare time. Their families all want them 
to be a good father and dutiful husband. However, almost all the factory 
directors want to but cannot be these things. And the reason is that there 
is no time for it. Some factory directors wrote: I am also a human being 
and wish I could be with my family more and enjoy a happy family life. 

But I aw ties up by my work at the factory. Now my family say that I am 
like a hotel guest. 


In the above, we have presented one aspect of the mixed feelings of some 
factory directors in real life. A factory director is both a member of 

the community and the head of a factory. He needs people's understanding, 
help, and support. What should the leadership at higher levels, the comrades 
around him and his family members do? Some deep thinking is in order. 


12802/12899 
CSO: 4006/1077 
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ECONOMIC MANAGEMENT 


BRIEFS 


ECONOMIC SEMINAR IN URUMQI--A seminar on economic development in minority- 
nationality areas of West China opened in Urumqi yesterday morning. The 

main tasks of the seminar are to study and discuss the practical and theoreti- 
cal problems put forward by China's minority-nationality areas, especially 

in the west, in the course of economic structural reform and economic construc- 
tion, and strive to find correct ways of solving these problems, so as to 
further promote economic development in those areas. Present at the 

seminar are representatives of 16 nationalities in Xinjiang, Gansu, Ningxia, 
Nei Monggol, Jilin, Human, Hubei, Sichuan, Yunnan, Guizhou, Guangxi, 

Xizang, and Beijing, and representatives of central leading organs, research 
departments, institutes of higher education, and academic bodies, totalling 
some 80 persons. Ismail Amat, chairman of the State Nationalities Affairs 
Commission, and (Tian Renhui), vice chairman of the regional government, 
attended the opening ceremony. (Tian Renhui) made a speech. [Text] 

[Urumqi Xinjiang Regional Service in Mandarin 0000 GMT 19 Jul 86 HK] 
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FINANCE AND BANKING 


INDIVIDUALLY RUN BANKS TO BE BANNED 
Beijing JINGJI RIBAO in Chinese 29 Apr 86 p 1 


[Article: "Why Cannot Individuals Set Up Banks? China's Financial System 
Can Only Be Composed of State and Collective Financial Organs; Individually 
Run Banks Must Be Banned According to the Law"] 


[Question] Why can't individuals establish banks or other financial organs 
in China? What should be done with those already in existence? 


[Answer] This is determined by the nature of socialist relations of 
production. China has a planned, commodity economy based on the public 
ownership of the means of production. Because of this, China's financial 
system can only be composed of state and collective financial organs. Only 
in this way, can we have a strong yet flexible system of financial control 
and readjustment, and put into full play the function of the financial 
system in raising and accommodating funds, guiding the flow of capital, 
enhancing its utilization rate and in readjusting social needs. 


At present when problems relating to insufficient funds arise in the normal 
course of production and operations in the individual economy, they can be 
completely resolved by applying for credit from state banks or credit 
cooperatives. Many self-employed households have already established 

a mutually beneficial cooperative relationship with the appropriate specialized 
banks or credit cooperative, and have received the credit due them or support 
in settling accounts. 


In the last 2 years, individuals have opened up private banks, old-style 
Chinese banks and loan associations and other financial organs in Ningxia, 
Zhejiang, Liaoning and other places. Due to poor management or to impure 
motives, most of them have participated to different degrees, in indiscrimi- 
nately raising funds, extending loans, raising interest rates, and sharing 
profits, to the extent that loans cannot be retrieved on time and withdrawals 
on savings accounts cannot be guaranteed, In some cases, business is not 
sufficient to offset debts, leading to self-destruction. 


Individually run banks or other financial organs not yet closed down should 
be put to a legal end according to the "PRC Bank Management Code." All 
private banks or other financial organs must immediately cease operations; 











no new absorption of capital or extension of credit is allowed. As for 
savings and loan operations already begun, we must do our best to deal 

with the consequences and settle up creditors’ rights and liabilities, 
retrieving what should be retrieved, supporting what should be supported 

and collecting whatever taxes should be collected. If financial speculation 
or fraud is discovered during the cleanup work, legal responsibility should 
be determined after verification. 


12221/12899 
CSO: 4006/1041 
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INDUSTRY 


CHINA DAILY: INDUSTRY INCREASES AFTER JAN-JUN SLOWDOWN 
HK100449 Beijing CHINA DAILY in English 10 Jul 86 p 4 
[By Zhang Xiaogang] 


[Text] Chinese industry began to perk up in June after a slowdown in the 
previous 5 months, according to the State Statistics Bureau. This can pro- 
bably indicate the effect of the measures the government has taken since the 
beginning of the second quarter of the year to spur stronger growth while 
still maintaining tight control over money supply. 


It has become established practice for the nation's industrial growth rate 
to be calculated every month by the bureau, whose figures are published in 
newspapers. 


The output value of industry in June reached 79.5 billion yuan (approximately 
$25 billion according to the exchange rate at that time), a 6.9 percent in- 
crease over the same period last year. 


During the first quarter, industry grew only 4.4 percent, lower than the 
expected annual growth rate for industry. But this helped stabilize prices 
and ease the demand on money supply, which was more than economic policy 
makers and economists thought the nation could afford. 


They pointed out that the growth rate in the first half of 1985, as much as 
23.1 percent, was too fast, or “overheated” in their words. At the same time, 
they also discovered some problems in the development of industry. 


Four economists wrote in a joint article in ECONOMIC DAILY that supplies of 
energy and materials were insufficient. The nation's foreign exchange re- 
serves were inadequate. Enterprises were short of working capital. Workers 
did not show enough enthusiasm for production. 


Money supply, they argued, was more than expected, higher than the growth of 
production during the period. This was caused by widespread default among 
enterprises, including the unregistered unlawful companies that had gone 
bankrupt. 
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Moreover, when businesses whose goods could not find a good market tried to 
shift to producing other commodities, they usually needed more financial 
support. 


Also important was the fact that customers were holding large sums of money 
waiting to buy what they thought of the "best" goods--actually only a few 
major electrical appliances. This led to the stockpiling of other goods. 
Customers put 160 billion yuan in the bank and were keeping another 90 billion 
yuan in their pockets. 


This situation could give the wrong signals to manufacturers and disturb the 
market. 


To encourage stronger industrial growth, the government began to act in 


April. 


Economists called on many occasions for a combination of what they referred 
to as "adjustment of scale" and "adjustment of structure" in investment 
controls. What they meant was that enterpirses that were manufacturing truly 
marketable goods and had demonstrated advantages in technology and management 
deserved more support even if the state was to cut the scale of overall 
capital investment. 


They also proposed ways of improving the current bonus tax system so as to 
tie bonus issues more closely to enterprise performance. 


Many commentaries were published by the media urging the government and society 
to guarantee enterprises’ decisionmaking power. 


In the northeastern industrial centre of Shenyang, where bankruptcy of state- 
run enterprises and a number of other new practices were being experimented 
with, factory directors and economists complained about still too much inter- 
ference "from above." 


To facilitate marketing, TV makers began in April to reduce the prices of 
their black and white sets between 3 and 9 percent (25 yuan on average). Faced 
by a glut in the urban areas, where 95 percent households own TV sets, they 
have had to turn to the rural market. 


The nation's industrial growth was 3.9 percent in April, 5.1 percent in May, 
and 6.9 percent in June. The growth rate of the first half of the year was 
4.9 percent, “a normal speed,"' according to PEOPLE'S DAILY and ECONOMIC DAILY. 


The production of cameras, electric fans, tape recorders, refrigerators, 
watches, beer, dairy goods, electricity generators, and some machines expanded 
more than 20 percent during the period. 


Major items of textile products, gasoline, iron and steel, and cement increased 
more than 10 percent. 
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The most heartening news is probably that the so-called basic secotrs, that 
is, production of energy and materials, registered higher growth rates than 
other sectors. The increase of the letter used to exceed the former, a 
dangerous sign for economists. 


The expansion of the “basic sector" can ensure a long, steady industrial 
growth, according to the prevalent view held by policy makers and economists. 


Also worth-mentioning is that several provinces have performed extremely well 
this year, including the newly-industrialized Jiangsu and Zhenjiang provinces. 
Their growth rates were higher than 8 per cent, much higher than places such 
as Shanghai and Beijing. 


The discouraging side of the story is that, according to experts at the 
State Statistics Bureau, the general economic results of Chinese industrial 
enterprises did not show signs of much improvement. 


This means, first of all, that enterprises still have difficulties assimilat- 
ing the impact of the price rises of many of their materials, which added 
much to their cost of production. 


In areas where industrial growth was lower than the nation's average, efforts 
are now being taken towards attaining a higher speed. 


In Shanghai, where the industrial growth rate averaged 1.8 percent from 
January to May, the municipal government announced that its estimated growth 
rate in June would be 2 percent. 


But Shanghai's export registered a growth rate of 8.8 percent from January 
to June. The city claims it had already fulfilled 52 percent of its export 
plan for this year by’ the end of June, according to the local LIBERATION 
DAILY. 


/8918 
CSO: 4020/382 
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INDUSTRY 


DEVELOPMENT OF BUILDING MATERIALS INDUSTRY DISCUSSED 
Beijing JINGJI RIBAO in Chinese 31 Mar 86 p 3 


{Article by Sun Yi [1327 3015] and Chen Zhiqiang [7115 1807 1730]: "Implement 
the Principle of ‘Everydoby Get Involved in Building Materials Industry; 
Accelerate the Development of the Building Materials Industry; on Prospects 
for Development of China's Building Materials Industry During the Seventh 
5-Year Plan; Lin Hanxiong, Director of the State Building Materials Bureau, 
Discusses Technical and Economic Needs of the Development of the Building 
Materials Industry"] 


[Text] The Building materials industry is one of the basic industries of 
China's present national economy that is in urgent need of top priority 
development. How has its development progressed during the Seventh 5-Year 
Plan? This reporter interviewed Comrade Lin Hanxiong [2651 3352 7160], 
director of the National Building Materials Bureau in regard to this 
question. 


Lin Hanxiong said that since last year, under the guidance of the principles 
of the reform the open door policy, and of economic enlivenment of the 
central authorities, relatively good results have been obtained in production 
in China's building materials industry. In 1985, approximately 3 billion 
yuan was invested in the industry (of which state investment was a mere 750 
million yuan). Output for major building materials exceeded target norms 

of the state plan. During the Seventh 5-Year Plan, we must adhere to the 
demands made by Premier Zhao Ziyang concerning the development of the 
building materials industry and further implement the principle of "everyone 
get involved in building materials," improve administrative management, 
energetically promote technological progress, tackle the problem of product 
quality, and increase economic returns industrywide. We must completely 

turn the situation around in the five areas of quality, variety, consumption, 
completeness, and effectiveness, and strive for greater development in the 
production of building materials. The principle direction for the development 
of the major building materials products is: 


The Ratio of High-Quality Cement Produced Must Be Increased As Rapidly As 
Possible 


During the Seventh 5-Year Plan, the cement industry must face up to current 
outstanding problems of poor quality, a high rate of consumption, irrational 


70 








enterprise structure, and less than ideal social benefits and emphasize 
technical progress, and adopt a policy that centers around the role of 
technologically advanced, large-scale, core enterprises in leading smaller 
enterprises to increase the proportion of high-quality cement manufactured 
as rapidly as possible. In order to accomplish this, capital from all 
sources must be brought in to construct large and medium-sized cement 
enterprises. In addition, the new technique of decomposition outside the 
kiln must be enthusiastically adopted. We must organize our technological 
resources to tackle particularly difficult problems and design our own 
technique and equipment for decomposition outside the kiln that can produce 
1,000 tons to 2,000 tons of cement a day. 


At the same time, we must seek to manufacture, in cooperation with foreign 
concerns, complete equipment for decomposition outside the kiln with a daily 
production capacity of 4,000 tons. Regarding the reform of large and 
medium-sized cement enterprises already in existence, our work must focus 
primarily on expansion according to the principle of “expand first and 
reform later." If we proceed from actual conditions, it will not generally 
be necessary to tear down and rebuild in a big way while engaging in partial 
renovation of production lines formed by wet process kilns and Sliboer 

(4539 3134 1422) kilns. It is estimated that by 1990, production output 

for high-grade cement of stable quality that can be used in structural 
building will reach approximately 100 million tons and account for 60 percent 
of total cement output. At the same time, progress will be made in 
increasing product variety, reducing consumption and in improving enterprise 
structure. 


As for smaller cement enterprises, from now on we will not generally construct 
any new enterprises that produce less than 50,000 tons. "Duck-egg kilns" 

will no longer be permitted to function. Reform and expansion of smaller 
cement enterprises now in existence shall take as its objective, enhancing 
quality and reducing costs. Ordinary shaft kiln production must be 
transformed into mechanized shaft kiln production; mechanized shaft production 
systems already in existence must be made self-sufficient and complete based 
on technological needs. 


The Plate Glass Industry Must Focus on the Development of the production Line 
with Floatation Method and Improving Quality 


Problems of poor quality, little product variety, high consumption and 
backward technique also exist in China's plate glass production. At present 
only about one-third of plate glass produced nationwide meets the state's 
standards on quality. In addition, due to backward packing, transporting, 
loading and unloading and other reasons, there is a good deal of loss due to 
damage and the product utilization rate is low. 


For some time to come, plate glass production must rely on both induction and 
floatation methods. But the focus must be on the floatation method and 
constantly increasing the proportion of plate glass produced in this fashion. 
On the foundation of popularizing the results Of the Loyang No 2 production 
line with the floatation method and assimilating, absorbing and importing 
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advanced technology, we must strive to cooperate with foreign concerns to 
design and manufacture production line using floatation method with 500-and 
700-ton capacity. We must renovate production line with the induction 
method currently in existence, and energetically seek to utilize advanced 
technology, but we should proceed from reality and make steady, stable 
progress rather than go all out to tear down and rebuild. We must develop 
production of high-quality raw materials and fire-resistant materials and 
gradually realize standardization in the selection, processing and supply of 
raw siliceous material, which must be transformed into a commodity equipped 
with an adequate base in order to provide the powder and high-quality 
fire-resistant material needed in the furnaces of large-scale glass factories 
that manufacture plate glass. After adopting these measures, it is estimated 
that by 1990 the production output of glass produced by the floatation method 
will account for 40 percent of total glass output nationwide, and 50 million 
cases will attain national standards, of which one-third will reach 
international standards. 


Efforts Must Be Made To Develop and Increase Production of Diversified 
Wall-Building Materials 


Production of wall-building materials in China at present still revolved 
primarily around small-scale, solid clay bricks, which requires a high level 
of consumption and the destruction of good land, bringing about little social 
benefit. In order to change this situation as rapidly as possible, we must 
exert great efforts to develop production of hollow clay bricks, hollow 
concrete blocks, limestone bricks, aerated concrete, baked bricks made of 
residue clay, plaster products, unbaked clay bricks, all kinds of fiverboard, 
concrete composition board, other types of Light-weight composition board, 
and other new kinds of wall-building material. Different technologies must 
be utilized to form a product-mix system of wall-building materials special 
to each region and develop production and supply in complete sets. Our 
policies must support the utilization of industrial wastes in processing 
building materials. We must attempt to construct throughout the nation 
several new-style, model production lines and zones by 1990 for wall-building 
materials, and raise the proportion of new-style wallbuilding materials from 
its present 5 percent to more than 40 percent. 


Finally, Comrade Lin Hanxiong pointed out the great importance of information 
work in the building materials industry. The prompt supply of accurate 
technological and market information industrywide is one of the conditions 
necessary to guarantee continued, stable, coordinated, healthy development. 
We must perfect our information networks, make a great effort to develop 
sources of information, constantly expand the scope of service, supply 
information throughout the industry and provide information services. At the 
same time, we must stress personnel training and development, make full use 
of the role of the third educational tier in the building materials system 
and work hard to cultivate specialized personnel in all fields for the entire 
industry in order to enhance the quality of all of its staff. Technicians 
already on the job must be reeducated in a planned fashion in new knowledge 
so that they can adapt to the new situation as rapidly as possible. 
Technological guidance over township, town and village building materials 
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enterprises must be augmented, technological services, training, and 

complete sets of equipment must be provided, and model new technology zones 
must be created and made widespread in order to raise the technological level 
of township, town and village building materials enterprises, with the aim 

of improving quality and enhancing returns. Efforts must be made to resolve 
the equipment problems of the building materials industry with the goal of 
achieving outstanding progress and development in the quality of building 
materials equipment and equipment in complete sets within a short period of 
time. We must continue to concentrate on the importation of technology and 
closely cooperate with machine-building sectors, integrating technology with 
trade and making full use of these sectors’ advantages to organize together 
coordinated production of complete sets. In order to ensure the revitalization 
of the building materials industry during the Seventh 5-Year Plan, we must also 
promote the excellent traditions of building materials workers and do a good 
job in the construction of the socialist spiritual civilization. In summation, 
we must, during the Seventh 5-Year Plan accelerate the pace of the strategic 
transformation of the building materials industry's system of management, 
methods of operation, production technology, and product mix to gradually 
satisfy the daily growing needs of the state in economic construction and 

of the urban and rural popuiace in home-building for quantity, quality, 
variety, and good results in building materials. 


12221/12951 
CSO: 4006/935 
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INDUSTRY 


ANHUI TEXTILE PRODUCTION DISCUSSED 
Hefei ANHUI RIBAO in Chinese 23 Mar 86 p 1 


[Article by the Research Institute of the Anhui Province Textile Department: 
“Production Situation in Anhui's Textile Industry Encouragirig; Gross Output 
Value for this January, February Increased 22.89 Percent Over Same Period 
Last Year; Growth Rate Higher Than That of All Industries Provincewide and 
Average Rate for Textile Industry Nationwide; Taxes Submitted and Output 
Value Grow Equally"] 


[Text] Gratifying results were obtained in January and February of this 
year in production Anhui Province's textile industry. The GVIO amounted 
to 396 million yuan, for 22.89 percent increase over the same period last 
year. The industry's growth rate was higher than that of all industries 
provincewide and the average rate for the textile industry nationwide. 


There were four aspects to the good situation this January and February 

in Anhui's textile battlefront: 1. Simultaneous growth in the amount of 
profit-tax remitted and in output value. This January and February, 43.7 
million yuan in profits and taxes were realized, for a 14.6-percent 

increage over the same period last year. 2. Increases were seen in the 
great majority of prefectures and cities. According to the statistics of 
the textile companies of the various prefectures and cities provincewide 

and 19 units including the Anhui Vinylon Factory, 18 units showed increases 
compared to the same period last year. The most rapid growth occurred in 
Huaibei City (87 percent), Tongling City (83 percent), and the Anhui 
Vinylon Factory (2.7-fold). 3. Great increases in output were seen for 
major textile products, particularly for products in demand. According to 
statistics comparing 27 different products, 19 products, more than 70 
percent of the total, showed increases over the same period last year, 

Many of these products were hot items in great demand. For example, cotton 
yarn increased 20 percent; pure cotton cloth, 34 percent, finely woven woolens, 
31 percent; coarsely woven woolens, 57 percent; silk, 35 percent; gunnysack, 
26 percent; volume of yarn used in cotton knitwear, 13 percent; and so on. 
4. Export goals for textile products were completed. Gross output value of 
products exported in January and February came to 44.31 million yuan, which 
represented an increase of more than 60 percent over the same period last year. 


12221/12951 
CSO: 4006/935 
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INDUSTRY 


BRIEFS 


SERVICE TRADES INCREASE--Beijing, July 4 (XINHUA)--China now has 5.3 times 

as many service centers as in 1980, today's ECONOMIC DAILY reports. There 
are altogether 10 million stores, restaurants, food stalls, barbershops, 
tailor's shops, repair shops and other service facilities, says the paper, 
quoting a latest release of the State Statistical Bureau. Including commerce, 
service trades, transport, post and telecommunications, these employs 60 
percent more people--73,650,000--than in 1980. The state invested 160 million 
yuan in such undertakings over the 1981-85 period, accounting for 47 percent 
of its total investment. Employees in such collective and individual 
businesses jumped 1.4 times, compared to the 7.1 percent rise in state enter- 
prises. Collective and individual businesses accounted for 75 percent of 
service trade employment in 1985 and accounted for 60 percent of the total 
retail sales, as against 16 percent in 1980. [Text] [Beijing XINHUA in 
English 0624 GMT 4 Jul 86 OW] /8918 


CSO: 4020/382 
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CONSTRUCTION 


BRIEFS 


MORE APARTMENTS FOR SALE--Beijing, July 3 (XINHUA)--China will build more 
apartments for sale to help solve the urban housing problem, an official of 
the Ministry of Urban and Rural Construction and Environmental Protection said 
here today. Urban housing in China is built, owned and distributed mainly bv 
the government or work units. The rent is nominal, barely enough to cover 
maintenance and repair costs. Sales of government-built apartments to in- 
dividuals have been first tried out since 1982 in four cities--Zhengzhou, 
capital of Henan Province, Changzhou in Jiangsu Province, Shashi in Hubei 
Province, and siping in Jilin Province. The aim is to recover part of the 
construction cost, thus reducing the burden on the government and the housing 
shortages in cities. Sales are available in 160 cities and 300 county towns, 
which recover more than 700 million yuan a year. By the end of last year, 
China had built such apartments with a total floor space of 4.81 million 
square meters. The official said that Guangdong and Zhejiang provinces have 
taken the lead in the country in selling houses. Apartments with a total 
floor space of 158,000 square meters were sold in Shantou City, Guangdong 
Province, last year, making it the top seller in the country. The official 
noted that the supply of apartments for sale still falls short of demand in 
cities, the larger cities in particular. According to a survey in Wuhan, 
capital of Hubei Province, only 289 families of the 1,284 families who applied 
in 1985 were able to buy houses. [Text] [Beijing XINHUA in English 1425 GMT 
3 Jul 86 OW] /8918 
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FOREIGN TRADE AN) INVESTMENT 


INCREASE IW EXPORTS TO JAPAN URGED IN JILIN 


Beijing GUOJI MAOYI WENTI [INTERNATIONAL TRADE JOURNAL] in Chinese No 6, 
Nov-Dec 85 pp 26-29 


[Article by Zhang Hongsheng [1728 4767 3932], Wang Jingwu [3769 2529 2976] 

and Liu Ying [0491 4481 of the Accounting and Statistics department, Jilin 

Finance and Trade Office: "An Analysis of the Expansion of Jiiin's Exports 
to Japan") 


[Text] Our province is located in the central region of the norche.s.. 

Japan and Jilin are close neighbors separated only by a strip of water. 
Extremely favorable conditions exist for trade with Japan. At present, 

trade with Japan is an important part of Jilin's foreign trade, the vo).ume 

of trade is second only to Hong Kong and Macao. Last year Jilin's export 
volume to Japan was over $58 million, 20 percent of total exports. This 

year statistics to the end of May show the total volume of exports to Japan 
at over $54 million, 42 percent of total exports. In order to usher in a new 
phase in Jilin's exports to Japan, we must earnestly analyze potential for 
expanding exports to Japan. 


I. Stabilizing Trade Channels 


In the course of exporting to Japan, Jilin must give priority to larg’ -volume 
commodities and, at the same time, develop new small-volume commodities and 
stabilize export channels. On the basis cf stabilizing channels, it is 
extremely important that Jilin gradually exrand exports to Japan. We must 
focus on the following several points. 


1. Determine the capacity of the Japanese market. (a) Large capacity: The 
need of the Japanese for daily necessities is great and the volume of imports 
is high. For instance, 2.5 million single-use sanitary chopsticks are sold 
every year, 80 percent of which are small chopsticks. The Japanese rely 
primarily on imports. Also, the demand for cosmetics is high (perfume, 
lipstick, rouge, etc.). As much as $65 are spent per person every year on 
cosmetics, second only to the United States. Proceeding from the reality 

of Jilin we must adapt to the changing characteristics in the demands of the 
lapanese market and develop new and marketable varieties. (b) Style and 
diversity: In Japanese furniture stores one can see a variety of styles 

of furniture and there are numerous kinds of wood used, Fach year |, 00 
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to 2,000 cubic meters of the Chinese scholar tree are needed. In 1978, 
Jilin concluded transactions with Japan for the first batch of scholar 

tree wood, a total of 7 cubic meters. In the past few years we have 
supplied Japan with 600 to 700 cubic meters. (c) Fierce competition: In 
the area of consumer goods the Japanese want good and cheap products. Thus 
the medium-and low-quality commodities of many countries and regions compete 
against each other to squeeze onto the Japanese market. Competition is 
fierce, particularly for handicrafts and daily cosmetics. Their packaging 
costs are almost equivalent to product costs, which gives rise to intense 
advertising and marketing. 


2. Avoid the situation where too many people are separately conducting 
foreign trade. After some companies set up their own businesses, they 
stressed only total export volume. They rashly lowered prices as they 
competed with each other for sales in Japan. On the one hand, this has only 
served to enrich foreigners. On the other hand, this has caused chaos in 
the Japanese market. Trade opportunities have decreased and market channels 
are often undermined. Take the Wei [5633] plant for example. After many 
years of hard work by the China National Cereals, Oils and Foodstuffs Impoit 
and Export Corp. and by several Japanese commercial associations, trade in 
this commodity was successful. However, because of the effect of numerous 
supply channels the market was thrown into confusion and the enthusiasm of 
specialized importers faded. 


3. Establish a market network. In addition to participating in the spring 
and autumn trade fairs and ordinary wire transactions, Jilin should adopt 

the method of “going over there and asking to be let in." This will broaden 
contacts with Japanese business. We will then be able to select customers 
with good credit and business abilities to act as our distributors and agents. 
They will constitute a market network in the Japanese market which gives 
priority to promoting the sale of Jilin exports. In sum, imports with a 
relatively high growth rate in Japan are generally those commodities which are 
correctly geared toward the special characteristics and laws of the Japanese 
market and these for which marketing strategies are correctly implemented. 


Il. Stabilize Commodity Quality 


The key to whether or not a commodi¢y can enter the Japanese market and, after 
entering the market, whether it can keep a firm foothold, is not the quantity 
of goods or the price. On the contrary, the key is the quality of the 
commodity and its marketability. The reason why some ci Jilin's commodities 
can break into the Japanese market is that they are of high quality and 
correspond to the demands of Japanese consumers. Nevertheless, in recent 
years some export departments and manufacturers in Jilin have not regarded 
this as a rule of the international market but rather they only “strive for 


quantity not quality." They fail co pay attention to product quality, 
variety, and style. As a result business starts to die, over time the market 
shrinks, and they are forced to withdraw from the Japavcese market. Jilin 


ibounds with beets and exports. The economic results are substantia. and it 
ellis well. Im 1983, Jilin sugar plants planned to export 6,000 to 8,000 
tons but because the color and appearance of the granules produced were 











inferior, Japanese businesses did not want the products of these plants. 
Last December the Japanese press published an article on the poor quality 

of the granules of these plants, which resulted in the purchase of only 
1,000 tons of the 2,000 tons already shipped to Japan. Another example 

is the soybean, Jilin's major, traditional export. Due to changes in the 
world market and due to a decline in the outward appearance and quality of 
Jilin soybeans, business with the Japanese has been affected. The size of 
Jiiin's exported soybeans is not uniform and the color is poor. Protein and 
oil content fall below foreign standards and they contain many impurities and 
are of varying color and quality. It is understood that in the past Jilin 
signed contracts with Japan to export 50,000 tons of soybeans but because 
appearance and quality were poor, because mold and were mixed in and because 
there were many broken bts ard moths, only 20,000 tons were sent out. The 
Japanese then stopped placing orders. 


Consequently, it is necessary to guarantee the stability of the quality of 
commodities and to do the following: 


First, increase the introduction and development of technology. Selling 

on the international market is very competitive and it boils down to 
technological competition. If we do not use advanced production technology 

it will be very difficult to produce high-quality products. After the war, 
Japan introduced large amounts of advanced technology and actively exploited 
it. As a result, the quality of exports rapidly improved and Japan has become 
known as a “nation built from trade and technology." In order to improve the 
poor quality of numerous exports in Jilin and correct the problem of having 
too many popular goods, industrial trade departments must work together. They 
must start by transforming obsolete production technolugy, accelerating the 
introduction of technology, adopting such methods as compensation trade, 

joint ventures, and cooperative production and open up new product outlets. 
They must do so as rapidly as possible so that exports from Jilin are upgraded 
and improved. 


Second, establish name brands and guarantee production of name-brand 
commodities. A name brand is a sign of high quality. At present consumers 
seek out name brands. Establishing name-brand goods is of extreme importance 
in improving the image of Jilin exports, safeguarding the reputation of 
enterprises, and expanding the product market. 


Third, establish specialized plants and workshops for Japanese exports. As 
workers and technicians in specialized plants and workshops work for long 
periods of time on the production of a certain commodity, they accumulate 
expexience and become skilled in the use of that technology. They are, 
therefore quite capable of improving craftsmanship, improving the proportion 
of products up to standard, and decreasing the reject rate so that the 
quality of exports to Japan continues to improve. 


Fourth, establish the necessary scientific research agencies tor exports. 
Currently the majority of exports are raw materials ot primary products. 
Little foreign exchange is recovered, Export manufacturers and enterprises 
should get specialists to set up a sclentif{ic research agency to study how 











to manufacture finished and semifinished products from raw materials and 
how to develop high-quality finished products from low-and medium-quality 
goods so as to improve the collection of foreign exchange revenue. 


III. Stabilize Prices 


The job of determining export prices is an important policy and strategic 
issue. If export prices are set too high exports will be affected; if they 
are set too low, not only will this lead to loss of foreign exchange it may 
also lead to harmful political consequences. We should have "genuine goods 
at a fair price" and have rational pricing which is acceptable to both 
Japanese and Chinese parties. How is this to be done? We believe it is 
necessary to take the following into account. 


1. The Effect of Quantity on Pricing 


Quantity is one of the basic factors in stabilizing Japanese market prices. 
If supply exceeds demand, prices will fall and when the reverse is true 
prices soar. Consequently, it is necessary to determine the capacity and 
needs of that market and avoid sudden changes in prices. Take, for instance, 
the Jilin exports to Japan. Why is the amount exported per year kept at 

600 to 700 tons? In fact, it could all be exported but in order to avoid 

a drop in prices, the policy of less being better than too much has been 
adopted. Prices are controlled by quantity. 


2. The Effect of Quality on Prices 


There is a close relationship between quality and selling price. High 
quality demands top prices and inferior quality fetches a low price. In 
particular, as far as textiles and light industry products are concerned, 
we must pay attention at all times to beautiful varieties and styles and 

be adaptable. The Japanese market places strong emphasis on determining 
prices according to quality and grade so that often commodities of the same 
material have different prices due to differences in pattern and style. 


3. The Effect of Packaging on Prices 


There is a saying: "A man puts on clothes and a horse a saddle." If 
packaging is crude, no matter how fine the intrinsic quality of the commodity 
it will not attract customers. On the contrary, the quality of some 
comodities is not high, yet they are beautifully packaged so that they 
atcract customers. The quality of other commodities is actually quite 

good, yet because they are poorly packaged they do not fetch a high price. 
There is some truth to the saying "Goods sel! by their wrapping." 


4. International and Domestic Pricing 


International practice is frequently based on market selling prices and 
the supply of goods. Once both parties have consulted, a decision can be 
reached. Recently some production enterprises and manufacturers, under 
the pretext of an increase in prices of raw and subsidiary product ton 





materials, recklessly spread out costs so that purchasing prices shot up. 
They intended to use the policy of increasing prices to improve economic 
results. This is not a good method. The way to improve economic results 

is to mainly rely on lowering production costs and strengthening the 
competitiveness of commodity price and quality. This is the way to expand 
exports. For instance, last year the Industrial Chemical sold hydracid 

to Japan. The selling price dropped from $4,000 to $3,900 and the selling 
price o: napththol dropped from $1,750 to $1,400. The response was very 
good. On the other hand, each individual commodity supply unit made a great 
profit while deficits, some quite large, occurred in foreign trade. The year 
before last Jilin exported ammonium molybdate to Japan. Due to high plant 
production costs, the factory price rose and the export selling price dropped. 
The export cost was 34.4 percent higher than in 1981. As a result the loss 
from foreign trade exports of ammonium molybdate amounted to approximately 

10 million yuan. 


IV, Stabilize Quantity 


Jilin is rich in natural resources. The eastern region consists of 
mountainous and partly mountainous areas, the central region consists of the 
Songliao plateau and the western region consists of vast grasslands. Thus, 
there are possibilities for expanding exports to Japan of agricultural 
sideline products, nonferrous metals, rare metals, light industry products, 
textiles, liquid chemicals, machinery, optics, etc. 


This is determined by the level of production development in industry and 
agriculture in Jilin and by the demands of the Japanese market. Henceforth 
it is necessary to expand exports to Japan and to adopt the following 
measures. (a) It is above all necessary to formulate a correct strategy for 
exporting to Japan. It should be based on Jilin's superiority, be aimed at 
the Japanese market and set down a long-term development plan. It is 
necessary to gradually expand the proportion of finished products, however, 
at present and in the near future it is still necessary to give priority 

to primary products in exporting to Japan, primarily agricultural sideline 
specialities. Buckwheat, for instance, is one of Japan's popular foods. 
Over 80,000 tons per year are needed and Japan only produces approximately 
20,000 tons domestically, the remainder must be imported. In 1983 Jilin 
only exported 5,000 tons to Japan. The Japanese response was so positive 
they requested an increase in supply. In 1984 Jilin exported 6,000 tons 
and, according to forecasts of those involved, it is entirely possible Jilin 
exports of buckwheat to Japan will grow to 10,000 tons. (b) In order to 
maintain and expand the commodity market it is necessary to avoid "steep 
increases" or “sudden drops" in quantity. Stabilizing the quantity of 
exports is the best plan for steadily expanding quantity. It is necessary 


to wait for the opportune moment. (c) Under ordinary circumstances 
commodities must not be rashly withdrawn from the market. As there is 

only one market, if we withdraw another will step in and it will be difficult 
for us to return. Sorghum, for instance, is regarded as todder in Japan, 


They need 3 million tons per year which are primarily imported trom Argentina 
and the United States. In 1960, Jilin exported over 12,000 tons to Japan 
but it was later discontinued for « time tor various reasons. This year we 








would like to resume exporting and proposed this to Japan. Japan, however, 
brought up the following: (1) Japan has already established stable 
distribution channels with the United States and Argentina and there is an 
ample supply; (2) Japan has relatively strict requirements regarding 
commodity standards and delivery dates; (3) some commercial associations take 
a sceptical attitude regarding our ability to stabilize commodity supplies in 
the future. (d) We must observe contracts, lay stress on credit and deliver 
goods on schedule: Japanese businesses attach great importance to delivery 
dates. It is better for goods to be delivered early rather than late, 
otherwide it may affect revenues. Sanitary chopsticks are a hot item on the 
Japanese market. Many commercial associations have placed orders. A certain 
Japanese company has placed an order for 10,000 pairs per month. In order to 
make comprehensive arrangements for Chinese-Japanese trade of sanitary 
chopsticks, the Japan Waribashi Machine Association will send a delegation 

to Jilin to discuss developing cooperation for sanitary chopsticks. Moreover 
it is also necessary to pay attention to the seasonal nature of commodities. 
The summers are hot and damp so consumers prefer to wear cotton, linen; silk, 
and other natural fibers. Synthetic fibers have little absorption and do not 
sell well. Winters are very dry. As a result, wardrobes, chairs, tables, 
sofas, and other wood furniture as well as bamboo goods split easily, change 
shape and sag. Thus careful attention must be paid to selecting materials 
for exports and to craftsmanship. 


V. Selecting the Best Route for Transportation 


In the past Jilin's supply of goods were exported from Qinhuangdao and 
Dalian harbor to Japan. Early in 1983 the "land and water bridge" shipping 
route opened up through the Korean Qingjin harbor to Japan. Consequently 
new opportunities for trade relations between Japan and Jilin have opened up. 
After trial runs this route turned out to be the best route. Goods shipped 
to Japan arrived half a month earlier than goods shipped from Dalian harbor. 
The Japanese welcomed this development. 


Qingjin harbor is located in the city of Qingjin in Xianjin Beidao, Korea. 
It is divided into east and west ports. In order to let China transfer 
commodities, Korea completely vacated this port for Jilin and Heilongjian. 
In the east port of Qingjin there are four berths so 5,000 to 10,000-ton 
feeighters can berth there at the same time. The annual handling capacity 
is 1.5 million to 2 million tons. The dock has mechanized loading and 
unloading equipment which can operate yearround. This port is quite close 
to Jilin, it is 177 Km from Tumen to Qingjin by rail. Use of this port is 
very advantageous to easing shortages of available port loading and 
unloading equipment in China. Between April and May 1983 Jilin used Qingjin 
harbor to transport over 70,000 tons of exports to Japan. Actual freightage 
over the past 2 years has demonstrated that this new shipping route to 

Japan uses less shipping time, foreign exchange is cleared earlier, it 

saves shipping costs and involves fewer linkages. This route may reduce 
packing damages and losses. At present this route is used to export 
granules, bone granules and pteridium aquilinum to Japan. 
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It is the hope of both parties to develop trade between Jilin and Japan. 

We firmly believe that under the guidance of the principles of peaceful 
friendship, equality, and mutual benefit and long-term stability the blossom 
of trade relations between Jilin and Japan and economic cooperation will 
bear rich and plentiful fruits. 


9864/12951 
CsO: 4006/736 
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FOREIGN TRADE AND INVESTMENT 


SHANGHAI MEETS ENTERPRISES' FOREIGN EXCHANGE NEEDS 
0W140745 Beijing XINHUA in English 0654 GMT 14 Jul 86 


[Text] Shanghai, July 15 (XINHUA)--Government agencies in Shanghai have 
joined the central government in working to ease foreign currency shortage for 
Sino-foreign joint ventures. 


The State Council issued regulations offering help to joint ventures which run 
into foreign exchange deficit problems in January this year. 


In line with the regulations, the Shanghai City government has adopted a 
number of flexible measures. One of them is to organize currency swaps among 
its enterprises. 


Between February and the end of this year, for example, the Shanghai Tourism 
Services Development Co. will sell the Bank of China one million U.S. 
dollars at official exchange rates. And the bank in turn will sell the 
dollars at the same rates to the Shanghai-Foxboro Co., a Sino-American 
enterprise producing machine instruments for domestic as well as overseas 
sales. 


Shanghai-Foxboro needs the money to import spare parts, while the tourist 
company takes in more foreign currency than it needs for its purchases abroad. 
"By setting up this system, we've been able to coordinate the firms' needs," 
one official told XINHUA today. : 


The central and local governments have also increased the foreign exchange 
allocated for use by joint ventures, said Qian Shiqing, an official from 
Shanghai's foreign exchange control office. 


The Shanghai Volkswagen Automotive Co., a joint venture between China and 
Federal Germany, will be a major beneficiary of the new policy, he said. It 
will be eligible to buy more than 200 million U.S. dollars over the rest of 
the decade, he said. 


As another measure, the central government has authorized the Shanghai company 
and other joint ventures to demand foreign currency for part of their products 
within China, products the country previously had to import. In Shanghai, 
this applies to Volkswagen Santana cars, as well as some products of the 
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Shanghai Bell Telephone Equipment Manufacturing Co.--a joint venture between 
China and Belgium--and Shanghai-Foxboro. 


To make these products more competitive, the ciiy government has eliminated 
tariffs on the import of raw materials, preferential treatment previously only 
given to export-oriented enterprises, the official said. 


Shanghai and central government officials have also cooperated in assisting 
3M China, a company entirely owned by the 3M Co. of the United States, to 
convert its Chinese currency into foreign exchange by selling Chinese farm 
products and other goods abroad. 


The key to keeping a foreign exchange balance in the joint ventures is to 
expand exports of their products, the official said. 


By the end of June, Shanghai had approved 180 Sino-foreign joint ventures, 
cooperative enterprises and factories with sole foreign capital, involving a 
total investment of 1.31 billion U.S. dollars. 


Among the 50 industrial joint ventures investigated by the Municipal Foreign 
Economic Relations and Trade Commission earlier this year, most have no 
foreign exchange deficit problems. 


Local economists predict that only five joint ventures in Shanghai will have a 
nagging foreign-exchange problem. 


/9599 
CSO: 4020/385 
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FOREIGN TRADE AND INVESTMENT 


BRIEFS 


STEEL MILL FROM SWEDEN--China is buying an entire steel mill from the steel 
division of Kockums. The steel mill, which is presently in Ronneby, is to 
be dismantled and shipped to the province of Fujian in southeastern China. 
Operations at the plant ceased in the fall of 1985. The buyer is China 
International Steel, and the enterprise is estimating a doubling of produc- 
tion capacity to 250,000 within the year. [Text] [Stockholm DAGENS NYHETER 
in Swedish 17 Jul 86 p 10] /8309 


MOFERT SANCTIONS XINJIANG TRADE ZONE--MOFERT [Ministry of Foreign Economic 
Relations and Trade] recently approved the establishment of a special trade zone 
composed of three areas in Southern Xinjiang: Hotan, Kashi and Kizilsu Kirgiz. 
These three areas produce cotton, melons, jade, livestock and handicrafts made 
by members of the Uygur, Tajik and Kirgiz nationality groups. New regulations 
designed to encourage trade with the Middle East, West Asia and Gulf countries 
will allow them considerable autonomy and will also allow foreign businessmen 
liberal access to trading posts on their borders with the USSR, Pakistan, 
Afghanistan and India. [Excerpt] [Beijing GUOJI SHANGBAO [INTERNATIONAL BUSI- 
NESS] in Chinese 23 Jun 86 p 1] 


SHANGHAI LURES FOREIGN INVESTMENT--The Deputy Director of Shanghai's Bureau of 
Taxation, Dong Dingrong (5516/7844/2837), announced on 28 June that Shanghai is 
about to issue new regulations granting preferential treatment to the three 
kinds of enterprises that involve foreign investment: joint ventures using 
Chinese and foreign capital; Chinese/foreign cooperation enterprises and enter- 
prises operated exclusively with foreign capital. These new regulations are 
designed to reduce the tax burden on foreign businessmen, expand preferential 
treatment and simplify procedures. Enterprises involving foreign know-how, 
technology, energy and port construction in which foreign investment totals 

U.S. $30 million or more will be taxed at a rate of 15%. Joint ventures using 
Chinese and foreign investment will be exempt from taxes for the first two years 
after they begin making profits and the following three years will have their 
taxes reduced by 50%. [Excerpt] [Shanghai WEN HUI BAO in Chinese 29 Jun 86 p 1] 
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SHIPPING PLAN FULFILLMENT—Beijing, 5 Jul (XINHUA)-—-According to statistics, 
in the first 6 months of this year, shipping enterprises under the administra- 
tion of the Ministry of Transport handled more than 98.8 million metric tons 
of goods, a 10-percent increase over last year's figure, and loaded and 
unloaded over 230 million metric tons of cargo at river and sea ports, an 
ll-percent increase over the figure of last year. [Summary] [Beijing XINHUA 
Domestic Service in Chinese 1149 GMT 5 Jul 86 OW] /8309 


INTERNATIONAL COMMODITIES FAIRS--Beijing, 4 Jul (XINHUA)--Foreign visitors can 
make on-the-spot purchases or enter into trade negotiations at about a dozen 
Chinese or international commodities fairs abroad later this year, 
"International Business" reported on Thursday. China is changing its 
conventional practice of not putting most products on display for sale and now 
has sales personnel to sign contracts or arrange direct purchases. Of the 17 
fairs scheduled for later this year, the China Council for the Promotion of 
International Trade is planning its shows for about a dozen such fairs in this 
way. These include a big fair jointly sponsored by 111 Chinese trade 
companies in Tokyo from July 28 to August 10; the third international trade 
fair from July 12 to 27 at Kuala Lumpur which will be supplied with goods from 
seven Chinese cities and provinces; and a Chinese export commodity fair in 
Paris from September 12 to October 5. Also included are a month-long Chinese 
commodities fair in the U.S. state of Texas from September 26 and several in 
African countries after mid-October. [Text] [Beijing XINHUA in English 1001 
GMT 4 Jul 86] /9599 


JIANGSU EXPORT EARNINGS--Beijing, 8 Jul (XINHUA)--The East China Province of 
Jiangsu earned 880 million U.S. dollars from exports in the first half of this 
year, up 20.16 percent over the same period of 1985. Industrial and 
agricultural output value of the province has remained top in the country for 
4 years. [Excerpt] [Beijing XINHUA in English 0716 GMT 8 Jul 86 OW] /9599 


EXPORT COMMODITIES FAIR--Dalian, 10 Jul (XINHUA)--Contracts worth 170 million 
U.S. dollars were signed at an export commodities fair which closed in this 
coastal city of Liaoning Province today. This more than doubled the amount at 
the fair held last year, an organizing official said. In addition, provincial 
foreign trade companies concluded 56 contracts of 60 million U.S. dollars on 
the introduction of funds and technology with foreign firms. Liaoning is 
China's leading heavy industrial center. [Text] [Beijing XINHUA in English 
1427 GMT 10 Jul 86] /9599 


NEI MONGGOL TO HOST TRADE SYMPOSIUM--Hohhot, 16 Jul (XINHUA)--The Inner 
Mongolia Autonomous Region is to hold its first foreign trade symposium and 
fair, said vice-chairman of the region Liu Zuohui here today. The symposium, 
to be held between August 5 and 12, aims at attracting foreign businessmen to 
the natural resources of the region, and at signing contracts on technological 
cooperation, Liu said. The regione] authorities offer opportunities for 
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foreign businessmen in more than 80 fields, including the wool spinning, 
leather, metallurgical, machinery, building materials, and food industries. 
Inner Mongolia held a meeting to publicise 54 cooperative items in Hong Kong 
last year. Liu also said that almost 800 varieties of goods are to be on sale 
at the fair. They include hardwares, minerals, animal products, food, 
handicrafts, and textiles. Inner Mongolia is a leading producer of wool in 
China, and the reserves of rare earth, niobium, natural soda, and coal also 
take the leading position in the county. Im recent years, the region has 
developed technical cooperation and trade relations with 59 countries and 
regions, and signed 26 contracts on joint ventures, compensation trade, and 
leasing. [Text] [Beijing XINHUA in English 1046 GMT 16 Jul 86] /9599 


CSO: 4020/385 
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SPECIAL ECONOMIC ZONES 


XIAMEN JOINT VENTURE BANK REPORTS PROFITS 
0W161433 Beijing XINHUA in English 1357 GMT 16 Jul 86 


[Text] Xiamen, July 16 (XINHUA)--The Xiamen International Bank, China's first 
joint venture bank with overseas partners, earned 8.53 million Hong Kong 
dollars in profits in the first 6 months of this year, according to a bank 
manager. 


“This is better than we expected,” said Liu Shuxun, general manager of the 
bank, which opened in November last year. 


With a registered capital of 800 million HK dollars, the bank was established 
by the Fujian branch of the Industrial and Commercial Bank of China, the 
Fujian Investment and Enterprise Corp., the Xiamen Construction and 
Development Corp., and Panin Group Corp. of Hong Kong. 


The bank has two subsidiaries, the Luso International Banking Co. in Macao 
and the Xiamen International Finance Co. in Hong Kong. 


The Luso International Banking Co. alone received individual deposits of more 
than 20 million HK dollars and loaned 530 million HK dollars during the first 
half of the year. 


The Xiamen International Finance Co. has accepted loan applications for 230 
million HK dollars and has so far made loans of 15 million HK dollars for 
projects involving color printing, food canning, textiles, and plastics. 


The Xiamen International Bank has also established business ties with 
financial institutions in the mainland and Hong Kong. 


So far, 11 Hong Kong financial institutions has given the bank a line of 
credit worth 2, million U.S. dollars plus 60 million HK dollars. 


"This shows the Xiamen International Bank is well thought of in Xiamen, Hong 
Kong, and Macao, ™ said Liu. “And we have only begun to grow, especially in 
the area of mortgages.” 


/9599 
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POPULATION 


GUIZHOU LEADER STRESSES IMPORTANCE OF BIRTH CONTROL 
HKO90457 Guiyang Guizhou Provincial Service in Mandarin 2200 GMT 8 Jul 86 


[Talk by Zhang Yugin, Vice Governor and Chairman of the Provincial Birth 
Control Commission: "It is Essential to Get a Constant Grasp of Birth Control 
Work"--recorded] 


[Excerpts] Guizhou has done a lot of work in birth control and achieved a 
certain degree of success, thanks to the common efforts of the party conm- 
mittees, government, the basic-level cadres, and the birth control work 
departments. However, judging by the situation in the first half of this year, 
there are still many problems, and the work is far from meeting the demands 
of the Provincial CPC Committee and government. 


The main problem is that the development of the work is uneven. Only a few 
places have done a good job in birth control work. The majority of places 
have grasped the work ineffectively, made little progress, and achieved poor 
results. Some prefectures and counties have failed to fulfill their birth 
control targets. There is a high rate of births not covered by the plan, and 
the population shows signs of increasing. Certain basic-level cadres, who are 
afraid of difficulties, fail to do their work in a penetrating and meticulous 
way. Ideological education is weak. 


As everyrone knows, Comrade Hu Yaobang has explicitly pointed owt that the 
population problem is always an extremely important issue in China's economic 
and social development. Practicing bir: control is a basic national policy. 
The CPC Central Committee recently issued Document No. 13 of 1986, which 
gives clear instructions regarding the situation, tasks, guiding idea, prin- 
ciples, policies, and measures for birth control work. The document further 
expounds on anc demonstrates the impor*ance and urgency of population control 
and the birth control policy in China. 


In particular, Guizhou's development level is already backward. During the 
Seventh 5-Year Plan we will be in a peak birth period. If birth control] work 
is not grasp*d effectively and :he population increases too fast, thie will 

puc still grvater pressure on economic and social development, and even slow it 
down. Im that case we could hardly attain the goal of invigorating the 
province and enriching the people. The party and government leading cadres 

at all levels must therefore have a very clear understanding of the importance 











Of birth control work. They must by no means take the issue lightly. They 
must truly view the population issue as a strategic issue, and get a cease- 
less grasp of it. 


At present our province must first do a good job in publicizing and implement- 
ing the population policy. We must seriously study CPC Central Committee 
Document No. 13, analyze the population situation in our area, and solve prob- 
lems in the work. The birth control work departments must seriously explain 
to the masses the party policies and scientific knowledge. 


We must seriously strengthen work at the grassroots, set up district and town- 
ship birth control management organs, and put them on a sound basis. Under 
the leadership of the village party branches, we must form permanent work 
teams composed of CPC and CYL members, birth control activists, township 

and village doctors, and women cadres to launch various birth control services. 


The focus of birth control work in Guizhou this year and for a time to come 


is on the rural areas. We must in particular get a good grasp of work in back- 
ward areas. 


/9716 
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HONG KONG 


EXPORTS RISE ONE PERCENT IN FIRST 4 MONTHS 


HKO71037 Hong Kong SOUTH CHINA MORNING POST in English 7 Jul 86 BUSINESS POST 
pl 


[By Peter Robinson] 


[Text] Total export volume in the first 4 months of this year was only 1 per- 
cent higher than in the same period last year, according to Census and 
Statistics Department figures released at the weekend. 


Re-exports were down 4 percent in volume, offsetting an improvement in 
domestic expc ‘ts, which were up 5 percent. Prices of both domestic exports 
and re-exports were unchanged compared with the first 4 months last year. 


Imports were 3 percent higher in terms of both price and volume. As a result, 
the terms of trade index (a ratio of the total-export price index to the 
import price index) dropped 3 percent. 


Prices in these statistics are based purely on unit values and do not, in 
general, take into account changes in the composition or quality of goods. 
The volume of trade is derived from trade values by discounting the effect of 
price changes. 


Comparing the year ended April 1986 with the year to April 1985, domestic 
exports fell by 3 percent and reexports increased 10 percent, giving an in- 
crease of 2 percent in the volume of total exports. 


On the same comparison, the volume of imports increased by 4 percent, reex- 
port prices were unchanged and prices of domestic exports and imports both 
dropped by 1 percent. 


Comparing April with the same month last year, most categories of goods 
registered a fall in domestic export prices. 


The radio category was down 11 percent, domestic electrical appliances were 
down 7 percent, metal ores and scrap down 5 percent, textile fabrics down 3 
percent and textile yarn and threads down 2 percent. 
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Increases in domestic export prices were shown in travel goods and handbags, 
up 9 percent, watches and clocks up 5 percent, footwear up 2 percent and 
electronic components up 1 percent. 


The volume of most domestic export groups was higher in April than in the same 
month last year. 


Watches and clocks and the textile sector showed the biggest increase--both 
up 41 percent. Radios were up 29 percent, electronic components up 25 per- 
cent, textile yarn and thread up 25 percent, clothing up 23 percent, textile 
made-ups and related articles up 20 percent, metal manufactures up 9 percent, 
domestic electrical appliances up 2 percent and footwear up 1 percent. 


Decreases in domestic export volume were shown in metal ores and scrap, down 
51 percent, and travel goods, handbags and similar articles down 16 percent. 


Import prices, comparing April with the same month last year, were up in raw 
materials and semi-manufactures by 2 percent and capital goods by 14 percent. 
Falls were recorded in fuels, down 32 percent, and foodstuffs, down 2 percent. 


In the foodstuffs categories, there were many increases in volume over the 
same period, with the biggest growth seen in vegetables, live poultry, fruit, 
tea, coffee, meat and meat preparations and fish and fish preparations. 


Decreases in import volume were shown in rice; cereal and cereal preparations 
(other than rice, wheat, and flour); milk, butter [words indistinct]; and 
cattle. 


The import volume of many consumer goods increased over the same period, the 
largest increases being in watches, clothing and miscellaneous made-up articles 
of textile materials, and footwear. 

However, decreases were shown in import volume over the period for household 
electrical appliances: radios, televisions, record-players and records, tape 
recorders and amplifiers, tobacco manufactures and passenger motor cars. 


Most raw materials and semi-manufactures showed increases. 


Decreases in import volume were shown in wool and other animal hair and base 
metals, excluding iron and steel. 


Fuel imports rose by 6/7 percent in volume. 
Volumes of capital goods to increase included transport equipment; office 
machines, construction machinery: scientific, medical, optical, measuring 


and controlling instruments and apparatus. 


Increases in import volume were shown in textile machinery and electrical 
machinery. 
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The re-export volume of fuels increased 229 percent, with raw materials and 
semi-manufactures up 6 percent. Re-export volume of capital goods and con- 
sumer goods fell 23 percent and 1 percent respectively. 


Domestic Exports By Commodity Groups 
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Comparing April '86 Total Percent Unit Percent Total Percent 
with April '86 Value Value Volume 
Clothing 22 -- 23 
Textile fabrics 37 - 3 4] 
Radios of all kinds 15 -1]1 29 
Electronic Components 27 ] 25 


Watches and clocks 48 5 41 
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--Equals negligible change under 0.5 percent 
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HONG KONG 


UNION BANK RESCUED BY U.S.-PRC JOINT VENTURE FIRM 


HKO10350 Hong Kong SOUTH CHINA MORNING POST in English 1 Jul 86 BUSINESS POST 
pp 1, 3 


[By John Mulcahy, BUSINESS POST editor] 


[Text] Union Bank of Hong Kong has been rescued by a mainland Chinese-U.S. 
Joint Venture after reporting a loss of $612.2 million for last year and a 
slump in shareholders’ funds to $34 million. 


The joint venture, Modern Concepts Ltd, is controlled by China Merchants 
Steam Navigation Co, which has about 68 percent, and Search International, 
which holds the remaining 32 percent. 





In an llth-hour deal signed at the weekend, Modern Concepts agreed to inject 
an initial $68 million into the bank and to acquire the entire holdings of 
former chairman Mr Oen Yin-choy and his family. 


Modern Concepts will subscribe for 20.5 million new Union Bank shares at $2 
each, and has sold a company called Search Asia Finance to the bank in ex- 

change for 13.5 million new shares, also at $2 each, making the balance of 

$68 million. The acquisition of Oen shares was priced at 30 cents a share, 
and a similar offer will be made to all shareholders. 


These transactions give Modern Concepts just over 61 percent of the bank. 
This could rise substantially if a planned rights issue fails to attract 
support from other shareholders. 


According to details disclosed yesterday, a further $200 million will be 
injected into the bank and all shareholders will be given the opportunity to 
participate in the fund-raising exercise. 


It is proposed to raise $100 million through a share subscription "to which 
share-holders of Union Bank will have the right to subscribe on a pro-rata 
basis," and to inject another $100 million by way of convertible preferred 
capital subscribed by Modern Concepts. 


In the meantime (the joint venture) is making other arrangements to ensure 


there will be no further need for the line of credit currently available to 
Union Bank from the Exchange Fund," yesterday's announcement said. 
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At a press conference called by Wardley Ltd at Union Bank yesterday, and which 
got off to a belated and confused start, the chairman of China Merchants Steam 
Navigation, Mr Jiang Bo, stressed that the newly acquired bank would be kept 
at arm's length from the Bank of China. 


China Merchants is the Hong Kong office of China's Ministry of Communications, 
and formerly held a minority stake in the Far East Bank, which was until 
recently controlled by the Chiu family. 


According to the Union Bank accounts, published yesterday, shareholders’ funds 
slumped to $34.82 million at December 31 from $590.42 million a year eurlier. 


It was disclosed at the press conference that a substantial part of the $600 
million provisions for bad and doubtful loans relates to the bank's exposure 
to Indonesian interests. 


Under Section 20 of the Banking Ordinance, licensed banks in Hong Kong must 
have a net worth of at least $100 million, which made it imperative to con- 
clude the deal injecting new capital by yesterday, the reporting deadline for 
banks with a December 31 year-end. 


A director of Search, Mr Bob Miller, included the term "rescue" in his expla- 
nation of the motives for investing in Union Bank, although he later emphas- 
ised that Mr Lee Ke-sze, a fellow director of Search, had been an executive 
at Union Bank for many years, and was closely aware of the bank's merits. 


Mr Lee will assume the position of managing director and vice-chairman of 
Union Bank from today, with Mr Miller filling another vice-chairman's seat 
and Mr Jiang taking the chair. 


Search was described in the announcement as a diversified international 
business in the fields of financial services, China trade, heavy industry and 
high-technology manufacturing, property investment, commodities and stock 
brokerage. 


"Search International is also one of the major shareholders of Duty Free 
Shoppers Ltd, a pioneer and an innovator in establishing and developing the 
duty-free shopping industry," the announcement said. 


Asked to elaborate on Search's reasons for doing the deal with Union Bank, 
Mr Miller would add only that his company had had a "long and pleasant rela- 
tionship" with China Merchants Steam Navigation. 


Mr Jiang, the China Merchants director, insisted the deal was on strictly 
commercial terms, but would not discuss detailed strategy, saying this would 
depend on the results of an examination of Union Bank's operations. 


Mr Miller, in his preamble, said the deal had been done only after "an ex- 
haustive investigation of Union Bank's accounts," and he congratulated the 
Banking Commission and Jardine Fleming for their contributions to the trans- 
action. 
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Jarine Fleming, which will represent Union Bank's minorities in the trans- 
action, was not formally represented at yesterday's press conference, and 
officials from the firm were unavailable last night. 


The company has been managing Union Bank since March 27, when the Banking 
Commissioner, Mr Robert Fell, effectively assumed management control of the 
bank. 


At the time, Mr Fell said the bank had been carrying on its business in a 
manner detrimental to the interests of depositors and creditors, and the 
Exchange Fund had made available a line of credit sufficient to ensure that 
all claims could be met in full and on time. 


According to yesterday's announcement, the commissioner's direction will be 
withdrawn over a period of about a month, and the line of credit from the 
Exchange [Fund] will rcnain available until Jardine Fleming ceases management 
control. 


Trading in Union Bank's shares, suspended on March 28, will not resume for 
the time being, on the instruction of the Securities Commission, pending a 
further announcement. 


Application will meanwhile be made to the Stock Exchange of Hong Kong for 

the listing of 34 million new shares issued as a result of the capital in- 
jection by Modern Concepts, and the quotation and right to deal in new shares 
to be issued by way of a rights issue. 


/8918 
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HONG KONG 


PROSPECT TO EXPAND RAIL LINKS WITH CHINA 
HKO030406 Hong Kong SOUTH CHINA MORNING POST in English 3 Jul 86 pp l, 2 


["Exclusive" by Nicholas Way] 


[Excerpts] Plans for a $10 billion project at Hunghom Bay reclamation site 
will be put before the Kowloon-Canton Railway Corporation [KCRC] and the 
government within the next 2 months. 


The feasibility studies, commissioned by the CKRC in January, call for a 
project that would greatly boost Hong Kong's rail network with China's vast 
and expanding transport infrastructure. 


It involves a freight yard large enough to handle the expected upsurge in 
traffic, as well as an extension of the current Hunghom station to handle 
all China-bound passengers. 


In addition, the plans will detail a massive development project above the 
railway yard, involving hotels, office blocks and 20,000 flats on the 39 
hectare site which will dwarf nearby Tsim Sha Tsui East. 


Among the high-powered consultants employed to undertake the studies were 
consulting engineers Maunsel Asia, Wong and Ouyang, accountants Coopers and 
Lybrand, realtor Jones Lang Wootton, URBIS and MVA Consultancy. 


While the government and the KCRC board can reject the consultants’ plans, it 
is believed the plans reflect the government-owned corporation's own develop- 
ment strategy for the site. 


But the non-railway side of the project, which has already attracted interest 
from property developers, contains a potential time-bomb because of the Sino- 
British agreement which theoretically iimits annual land development to 50 
hectares. 


Whether reclaimed land falls into this category remains to be seen, but the 
KCRC would strongly argue that the project is in the long-term interests of 
not only Hong Kong but China. 
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China is increasingly emphasising the need to expand its 52,000 km rail network, 
with U.S. $10 billion (about HK$78 billion) believed to be earmarked for the 
work. 


In particular, Chins is only 2 years away from linking Shenzhen to Beijing 
with a double line. There is a double line form Beijing to Hengyang in Hunan 
Province, with the Shenzhen-Guangzhou double link to be completed this year. 


This will leave the 500 km route fro Guangzhou to Hengyang with a single line. 
Work on the second track will be slow because of the difficult terrain. 


The KCRC's commercial director, Mr Abraham Razack, sai’ completion of the 
double line would openup China's hinterland, offering Hong Kong the opportun- 
ity to develop another aspect of its entrepot role. 


Mr Razack said China transported 1.4 million tonnes by rail last year. By 
the year 2006 it is expected to be shifting between 10 million and 1! million 
tonnes. 


A commensurate increase in passenger traffic is also expected. 


As Mr Razack said: "We are building for the future...to remain the gateway 
to China. Hong Kong must keep developing its transport infrastructure." 


Another aspect will be linking Hunghom with the Kwai Chung container terminals, 
but this is unlikely before the turn of the century at the earliest. 


Mr Razack said China's freight rail system is not yet geared to containers, 
a development which is a long way down the track. 


But the KCRC is examining this option now, with the future possibility of 
linking up with terminals seven and eight. 
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